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Write for Our Weekly 


Foreign Letter 





[be the current issue of our weekly 
Foreign Letter we supplement our 
views on the Foreign Situation with 
an article on 


German 
Municipal Bonds 


This should prove of interest to all 
who own or contemplate the pur- 
chase of German Securities. 


Our Foreign Bond Quotation Sheet 
contains quotations on one hundred 
Foreign Issues, including 


French Internal 4s of 1917 
Italian Con. War Loan 5s 
Roumanian 5s of 1920 
Mexican Con. Silver 3s 


Write or call for Letter 342. 
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A close analysis of this 
company reveals many 
striking features. The 
great strides made by 
this enterprise detailed 


in an interesting article 
in our current 
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We Finance 


Electric Power and Light Enterprises 
with Records of Established Earnings 


We Offer 


Bankers and Investment Dealers 
Proven Power and Light Securities 
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NEXT WEEK 


We will publish what we regard as one of the most interesting, as well 
as instructive, contributions of the day— 


An interview with 


BARNARD M. BARUCH 


During the war, Mr. Baruch commanded the 
Industrial resources of the nation, wielding a power 
greater than that ever before wielded by a single 
American. And it has been agreed that he did 
himself and his work credit. 


We will-leave the rest to the Interview. 


y~ 
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What Becomes of Profits—say, the profits of two great automobile companies like 
General Motors and Studebaker? ‘“Seelby” will answer in the next issue, with 
one of his unique analytical articles. 


In the next issue there also will be the second and concluding chapter on Nevada 
Consolidated by Carpel L. Breger; a discussion of Atlantic Gulf by Luis Terrera; 
and other features of moment. 




















Which Are the Five Best Bargains 


Among the hundred or more listed 
stocks selling below $20 a share? 


The Financial World Research Bureau has en- maining fifty, five issues, representing five different 
deavored to answer this question, by a process of industries have been selected, as meriting recom- 
elimination. mendation, separately or as a group, preferably the 

Fifty stocks have been eliminated. From the re- latter. 


Professor Irving Fisher in “The Nature of Capital and Income,” says: 
“A gambler seeks and makes risks which it is not necessary to assume. 
Whereas the speculator is one who merely volunteers to assume those risks 
of business which must inevitably fall somewhere. A speculator is usually 
fitted for his work by special knowledge, so that the risk To Him, owing 
to superior foresight, is at the outset less than it would be to others.” 


It is on this principle that our report is based. If you are interested in this report and would like 
It will render a complete, authoritative and inter- further information about its character and scope, 
pretative analysis of each stock. fill in and mail the attached coupon. 


The Financial World Research Bureau 


“Reveals the Facts a Stockholder Ought to Know” 
29 Broadway New York 


Financial World Research Bureau, 
29 Broadway, New York. 


Gentlemen: 


You may send me the circular describing your report 
on five attractive low-priced stocks and your special offer. 


I am particularly interested in 
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The Financial Werld was established to diffuse the —_— about investments, 
this attitude, and will continue to do so, confident in its belief that 


it ean’ count upon ‘the support of the investing pu 
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The Outlook for Investments 


A Comprehensive Survey of the Entire Situation, and a Study of.the Prospects 


modity prices there is invari- 

ably a decline in the prices of 
bonds and preferred stocks, due to the 
necessity of purchasers for increased 
incomes. The purpose of investment is, 
of course, to use capital profitably, so 
that regularity of income will be 
assured and both principal and income 
preperty protected. 


D URING a period of rising com- 


be held to maturity without anxiety 
as to either principal or interest, but 
the return to the investor will be limit- 
ed to the yield based on the original 
price that he paid for them. Most in- 
vestors, however, recognize that by 
selling when prices are high, keeping 
their funds liquid during the inevitable 
period of reaction, and _ reinvesting 
when prices are low, they can obtain 
a higher return on their capital, and 
yet never have their money in securi- 
ties that could not be classed as invest- 
ments. Therefore the probable trend 
of the bond market is of real impor- 
tance to the investor, and the question 
of whether or not it has now reached 
bottom is a vital one. 


When commodity prices commenced 
to decline last spring, there was a de- 
cided upward movement of bond 
prices, which continued until the peak 
of the credit strain was reached in the 
fall, when liquidation on the part of 
those who were compelled to dispose 
of their securities on account of ad- 
verse conditions brought about a very 
drastic decline. Selling to establish 
tax losses in December carried bond 
prices to even lower levels, and by the 
end of the year all the gain had been 
lost. Since then there have been sev- 
eral minor fluctuations from day to 
day, but although the general level of 
bond prices is now slightly higher than 
at the end of last year, no pronounced 
trend has developed. Market fluctua- 
tions can be brought about by specu- 
lative buying and selling, but neither 
can force any continued movement in 
either direction unless the underlying 
influences favor them. The investment 
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If securities pur-. 
- chased are intrinsically good they can 


By JAMES RATTRAY 


JAMES RATTRAY | 
Vice-President of the Guaranty Com- 
pany of New York, who is an 
authority on investments 








outlook, therefore, can be determined 
only by an analysis of the economic fac- 
tors affecting investments. 


In the past bond prices have usually 
moved inversely with commodity prices, 
and if the theory that prices move in 
cycles is correct, the decline in com- 
modity prices that has been in progress 
during the last year marks the begin- 
ning of a period of declining prices 
rather than a temporary condition. 
Since 1850 we have passed through three 
maior price movements in this country. 
Until 1873 commodity prices rose, and 
then until 1895 the trend was down- 
ward. Prices rose again until 1920, 
when the present period of readjust- 
ment commenced, the third movement 
having continued several years longer 
than the others, which may, of course, 
be attributed to war conditions. Prices 
can be maintained on a low level either 





through reduced operating expenses, 
increased efficiency, lower profits due 
to competition, or a combination of 
these factors. Viewed in the light of 
international economic conditions indi- 
cations are that we are entering on an 
era of intense industrial competition, 
which should bring these factors of a 
lower price level into operation. If 
commodity prices continue low we can 
reasonably expect that bond prices will 
advance and continue high during that 
cycle. 


Bond prices also move inversely with 
interest rates for call and commercial 
loans, and all indications point to an 
easing of moneysrates in the near fu- 
ture. During 1920 liquidation of call 
loans was carried much further than 
liquidation of commercial loans, due to 
curtailment of speculative activity, and 
there appears to be no reason why 
there should be any repetition of the 
high rates for call money that were 
prevalent last year. The decline in in- 
terest rates on commercial loans has 
been only slight, but with the slowing 
up of business that has taken place, and 
the decline in commodity prices, the 
volume of bank credit is being mate- 
rially reduced. In some sections of the 
country reserves are being accumulated 
by the banks, and during the year an 
investment demand for securities on 
the part of the banks should develop. 
The best indication of the improvement 
in the credit situation is probably 
found in the consolidated statement 
of the twelve Federal Reserve banks, 
which for the week ending April 1, 
1921,:shows a reserve ratio to deposit 
and Federal Reserve Notes liabilities 
combined of 52.4%, compared with 44.5% 
on January 7, 1921. The statement 
shows total gold reserves of $2,246,439,- 
000 and legal tender notes, silver, etc., 
of $214,792,000. After providing for 40% 
gold reserves against outstanding 
Federal Reserve Notes, 5% redemption 
fund for Federal Reserve Bank Notes, 
and 35% reserve against deposits, a 
surplus of free gold of more than $600,- 
000,000 is indicated. Although this sur- 
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plus would be sufficient to support 
further expansion of credit, a reduction 
of the margin of safety under existing 
conditions would be very unwise. How- 
ever, it gives assurance that when the 
present economic readjustment is com- 
pleted interest rates can be stabilized 
at relatively low levels. 


Taxation has been a factor that has 
affected the market for taxable bonds 
adversely during recent years. Surtax 
rates have, however, passed the point 
of productivity, as wealthy investors 
who are subject to these rates can em- 
pley their funds much more profitably 
by investing in tax exempt securities, 
and a reduction of these rates when 
tax revision is undertaken by Congress 
is. expected. It is unlikely that rates 
wil be reduced to a point where tax 
exempt securities will cease to be at- 
tractive, but any material reduction 
should stimulate purchases of taxable 
bonds. As elimination of the Excess 
Profits tax is also contemplated, cor- 
porations with funds to invest should 
be in the market for bonds, probably 
tax exempt issues such as State, mu- 
nicipal and farm loan bonds. With the 
higher-rates of the Excess Profits tax 
it was unprofitable for corporations to 
purchase taxable securities, and as tax 
excmpt securities are considered inad- 
missible assets in the computation of 
invested capital, corporations could not 
atierd to own them; although the in- 
terest on the bonds was tax exempt, 
their tax was increased because of the 
reduction of invested capital. Corpora- 
tion purchases of securities, therefore, 
have been mostly in tax exempt Liberty 
Bonds, which are admissible as invest- 
ed capital. As Liberty Bonds other 
thau the 3%s and Victory 33%s are sub- 
ject only to the Excess Profits tax, if 
owned by corporations, the repeal of 
that tax would make the other issues 
entirely tax exempt, and there should 
be some exchanging of the lower for 
the higher yielding Liberty issues and 
other tax exempt securities, unless the 
new Revenue Law is framed in a way 
to offset the benefit that corporations 
would otherwise obtain. Tax revision, 
therefore, might affect the market for 
Liberty 3%4s and Victory 3%s adversely, 
but it should stimulate the market for 
all other bond issues. 

The effect of a lower cost of living, 
reduced taxation, and curtailment of 
the demand for commercial credit is 
to increase the surplus available for 
investment. Some of this surplus is, 
of course, not invested directly by those 
who accumulate it, but by savings 
banks with which it is deposited, and 
life insurance companies to which it is 
paia as premiums. It is satisfactory 
to note that on January 1, 1921, the 633 
mutual savings institutions in the 
United States alone reported deposits 
in excess of $5,535,000,000, an increase 
of more than $500,000,000 during the 
year. The amount of insurance funds is 
also considerable, for many of those who 
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took out additional life insurance dur- 
ing prosperous times are making every 
effort to continue meeting the pre- 
miums thereon. These accumulations 
combined with those of individuals, and 
increased bank reserves should create 
a large demand for investment securi- 
ties in the near future. The extent to 
which bond prices will be stimulated 
will, however, depend on the volume 
of new issues that are brought out. 


Of total corporate financing in 1920, 
industrial issues amounted to about 
73%; railroad issues to about 12% and 
public utility issues to about 15%, in 
addition to which there was a large 
volume of State, municipal and foreign 
financing. With the expansion of our 
industrial plant that has taken place in 
recent years, it seems unlikely that 
there will be any necessity for much 
industrial financing for some time to 
come. During the recent period of 
prosperity most of our large corpora- 
tions adopted a conservative dividend 
policy and put large amounts of sur- 
plus earnings back into the property. 
The securities of such corporations, es- 
pecially those in industries where liqui- 
dation has been most drastic, should 
provide a very desirable medium for 
investment. 


As a result of the expansion in our 
industrial capacity, it is greater than is 
required for domestic trade, and, there- 
fore, it is important that export trade 
he maintained during the period of re- 
adjustment. Our exports can be _ in- 
creased or maintained at a high level 
only by investment abroad, which will 
necessitate floating additional foreign 
loans in this country, and the purchase 
by investors of debentures of such cor- 
porations as the Foreign Trade Financ- 
ing Corporation recently organized to 
finance foreign trade, in accordance 
with the provisions of the Edge Act. 
Although the yields on such issues may 
be lower than iin the past, they will 
be sufficiently high to be attractive, 
and as progress is made toward eco- 
nomic recovery throughout the world, 
such foreign securities should enhance 
in value. 


After the passage of the Transporta- 
tion Act an active market for railroad 
bonds developed, with an upward price 
movement, but as that legislation has 
not accomplished what was expected 
taere has been a reaction. Transporta- 
tior facilities are, however, absolutely 
essential to the welfare of the country, 
and as they can be provided only on 
the basis of adequate earning power, a 
satisfactory solution of the problem 
must be found. It has been estimated 
that an expenditure of at least $1,000,- 
000,000 per annum will. be required for 
several years to provide for necessary 
expansion, and to keep the railroads in 


. good operating condition. As this can- 


not be undertaken except at prohibitive 
interest rates until railroad credit has 
been rehabilitated, it seems unlikely 





that there will be any immediate rail- 
road financing. On the other hand, 
capital is required for the rehabilitation 
and further development of public util- 
ities, and as increased rates have been 
granted in many cases and operating 
expenses are declining, the credit of 
companies supplying such services js 
giadually improving. Many of the 
power and light companies have shown 
satisfactory earnings in spite of adverse 
conditions, and issues of their securities 
will probably be a feature of the bond 
market this year. 


The recent decision of the Supreme 
Court of the United States upholding 
the constitutionality of the Federal 
Farm Loan Act, and confirming the tax 
excmpt: status of bonds issued by Fed- 
era! Land Banks and Joint Stock Land 
Barks, should create a demand for such 
issues, and offerings in large volume are 
expected. The need for increased hous- 
ing accommodation is expected to 
stimulate building activity this year, 
which will result in a demand for capi- 
tal for that purpose. Easier money 
snvuld make mortgage loans more at- 
tractive to investors, and may result 
in diverting funds that would be other- 
wise available for investment in other 
securities. 


All the economic factors indicate an 


‘ improvement in the investment situa- 


tion, but although interest rates may 
decline the demand for capital will 
tenc to keep them above the pre-war 
level. At present there are many at- 
tractive investment opportunities in 
beth domestic and foreign issues, but 
those who postpone investment too 
long may have to pay higher prices. 








ANOTHER S. O. MELON 


The Standard Oil Company of Ne- 
braska has declared a stock dividend 
of 200 per cent., payable on May 16 
to stockholders of record on April 15. 
The present authorized capital stock 
is $5,000,000 of which there is only $1,- 
000,000 outstanding. The new dividend 
will increase the outstanding stock to 
$3,000,000, which will leave $2,000,000 
unissued. This is the third stock div- 
idend declared by the company since 
the dissolution of the Standard Oil 
Company in 1911. In 1912 the original 
capital of $600,000 was increased to $800,- 
000, as the result of a stock dividend of 
331-3 per. cent. followed by another 
stock dividend of 25 per cent. in 1913, 
bringing the outstanding capital up to 
$1,000,000, at which level it has re- 
mained. 

The company has been paying div- 
idends at the rate of $20 a share an- 
nually since 1912, with one exception 
—in 1913, when a dividend of $30 a share 
was paid. 

In 1920 the company earned profits 
of $1,580,667' before taxes. These 
amounted to $518,574, which left a bal- 
ance of $1,062,093 for the stock. 
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What Becomes of Profits?—Tel. & Tel. 






NUMBER 7 


A Plain Talk to Public, Public 


Service Commissions, Investors 
and Phone Companies 


By “SEELBY” 


ET’S all get together and I'll give 
LL you a plain, unvarnished, man-to- 

man talk on the telephone indus- 
try of this country. 


You, General Public, sit over here on 
the right. You, Public Service Com- 
missions, sit down on the left. Now 
you, American Telephone & Telegraph 
Company, as the parent holding cor- 
poration of our Telephone Industry, 
you sit down facing me. I’m sorry I 
can't ask your family of 135,000 share- 
holders to sit down, too. But I'll talk 
to them through you, and maybe some 
of them will read these minutes of our 
meeting. 


Now let’s get down to business and 
waste no time handing out bouquets, or 
brickbats, either. Flowers of rhetoric, 
too, we can get along without. 


The questions before us are: 
“Where are we at, today?” 


Second: “How come, we got here?” 


Thirdly, Quo Vadis? “Where do we 
go from here and if so, why?” 


Where We're at Today 


Here is where we are at today: the 
8% stock of the American Telephone 
& Telegraph Co. has been selling for 
four years past about eleven points 
less than the 7% preferred stock of 
the United States Steel Corporation. 
Today when Tel. & Tel. pays 9%, the 
stock around 105, still sells less than 
the 7% U. S. Steel preferred, around 
110. These are not accidental prices of 
the day. They are conditions of four 
years past. In former years prior to 
mid-1917 Telephone always sold way 
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A Pictured Story of Tel. & Tel. 
Expansion That Never Lets Up 


above Steel preferred. Compare prices 
since the fall of 1917: 


8% Tel. & Tel. 7% Steel Pfd. 





High Low High Low 
a $10034 $9534 $112 $107 
ae 100% 92% 1153, 104% 
ee 1085 «95 117% 111% 
. ae 109% 995% 113% 108 
a 108 953% ~=«i1:14 10234 
Average.. 995% 1105% 





*Jan.-Feb., 1921; Fall of 1917. 


The plain unvarnished verdict is that 
those who ought to know have decided 
for four years past that the 8% dividend 
and now the 9% dividend of Telephone 
is not so safe and secure as the 7% 
of Steel preferred. 


That verdict we must accept. Let’s 
waste no time impugning the judge or 
cussing the jury, or debating the evi- 
dence or fishing up alibis. 


Finances are the worst in modern 


4, SPLICING UNDERGROUND CABLE. ie 
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history, going back to 1913, which is 


going back far enough. I haven’t gone 
back any farther than 1913. The Amer- 
ican Telephone & Telegraph Company 
has generally been between $35,000,000 
and $109,000,000 to the good, net, in cash 
position. That is to say, its cash and 
receivables exceed its debts and bills 
and notes payable by $35,000,000 to $109,- 


000,000 in ordinary times before 1919. 


Since 1919 the company has been in the 
hole in net cash position. It was $15,- 
000,000 in the hole at the end of 1919 
and deepened the hole to $70,000,000 by 
the end of 1920. 


A glance at the accompanying table 
shows the net cash position of the Bell 
System in its entirety in the United 
States, the worst off in modern years. 
The Bell combined finances used to 
stand $37,000,000 to $112,000,000 net to 
the good in cash position. They were 
$66,000,000 in the hole to start 1921. 


One of the proudest achievements of 
recent years in the telephone industry 
is that folks in New York can talk to 
folks in San Francisco. But folks in 
New York can’t talk to each other so 
well nowadays as five years ago. That 
expresses it mildly, much more mildly 
than telephone users have been able 
to express their feelings at the service 
in recent years. Conditions are the 
same in every city. Talk is cheap, no 
more. At times, indeed, it’s impossible. 


Let’s admit that the service is not so 
good as formerly. Let’s admit that the 
piant may be better. It’s the service 
the public wants. It ought to get it. 


The profits of the Bell telephone sys- 
tem of this country were less than 5% 
on the capital stock, bonds and notes, 
after paying simple interest charges in 
1920. 


Quite fhe contrary, the profits are 
largely of the “book” or “paper” va- 
riety. 


In actual practice, the Bell Telephone 
System has had to borrow to make both 
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American Telephone & Telegraph Company (proper) 
1: Book or Paper Profits, Based on Official Income Accounts, etc. 












































REVENUES: 1920 1919 1918 1917 1916 1915 
Telephone traffic ............. bbe bewesesinokiean sae $56,030,625 $5,955,048 $4,726,096 $7,887,548 $8,136,314 $6,544,462 
Dividends received ..<... .ccccoccvcccccevcccccesccccccsece 34,800,466 16,461,674 19,527,451 28,894,254 26,710,691 25,662,616 
ES Se ners eee ee eechinepiakssspaebhe 13,115,897 19,953,437 18,022,220 17,805,006 14,529,979 13,407,977 
OUheP INCOME ......0.00000ccccccees eS ehe ae eeeseeeknpeanteee  aiiinseee= 28,132,523* 18,780,396* 1,650,255 1,555,068 ,194,299 

pier. “revenues LE bes Baiee Lae eee t tina iataate $103,946,988 $70,502,682 $61,056,163 $56,237,063 $50,932,051 $46,809,354 
Operating expense eke cebhebeswhskSenbe seen ssnakh wena r $33,260,084 $10,259,295 $6,673,146 :296,597 $6,188,675 $5,691,867 
EE, dices dcaadgeownuhesande ckenkeehnesen eee 18,865,689 15,847,596 10,391,695 10,469,360 6,730,099 6,498,850 
PE ERED... conhasmouicdsenensenboubonnne piste oman 8,000,000 5,790,413 7,630,486 2,618,098 4,019,872 2,500,000 

SIE OL ARO OA PPE nbavokabeiaeie nant $60,125,773 $31,897,304 $24,785,327 $20,384,055 $16,938,646 $14,690,717 
Net for common stock........... peaewebedbhussesesonsne - $48,821,215 $38,605,378 $36,270,836 $35,853,008 $33,993,405 $32,118,637 

BUMMEEE To ci ccisanonks es pepesedestneenaneesecanb bash & $9.90 $8.74 - $8.21 $8.23 $8.60 $8.44 

PRON, cc Lanhacaeckss ss bun esehad saan’ ben ben eer 8.00 8.00 8.00 8.00 8.00 8.00 
Lo ES! eee ae 35,376,793 $35,356,000 $35,229,000 $32,481,000 $31,122,000 $29,100,000 
I a ND cet cans kes eh iseeeennc ese s0 pa ee™ = 8,444,422 3,249,044 1,041,138 3,872,394 2,871,318 3,018,046 

*Includes government compensation from July 31, 1918, to July 31, 1919, during period of U. S. Government control and operation. 

. 7 ” . 
2: “Really Available” Profits, Based on Balance Sheet. 

ON CREDIT SIDE: 1920 1919 1918 1917 1916 1915 
SEDs ccxabisvidcehadtengeavnsisasnsecbannters $35,376,793 $35,356,334 $35,229,698 $32,481,614 $31,122,187 $29,100,591 
ee gS ee eee Kattas oh ols Declines Declines 12,459,000 Declines. 4,123,000 Declines 

RE ES ox nh wie siciss cs eiuees cones etcekssannnne $35,376,000 $35,356,000 $35,229,000 $32,481,000 $31,122,000 $29,100,000 

ON DEBIT SIDE: 

a ek ee Eo caw cncbece ess bee sks eee eee ears $55,193,000 $77,050,000 Gain $59,636,000 Gain $27,817,000 
New cash capital, liability.........cceceeeeeeeeeeeeeeees None None 46,870,337 27,619,306 92,960,569 None 

ee ay Gere tore See a re ee rs ye $55,193,000 $77,050,000 $46,870,000 $87,255,000 $92,960,000 $27,817,000 
“Available Profit” (*is 1068)... ..ccccccsccccccecccccsces —$19,817,000* —$41,694,000* —$11,641,000* —$54,774,000*, —$61,838,000* $1,283,000 

OTHER GAINS, BUT NOT IN AVAILABLE FORM: 

ES SEES ES ee ae a yet peneenees $16,282,000 $11,704,000 $11,300,000 $12,976,000 $5,041,000 $953,000 

Subsidaries, securities ......... LC pikeeeese Sak a 66,494,000 64,473,000 33,084,000 88,455, 21,846,000 10,604,000 

(OWN GODIIAl TOUPET......2005scncccencncessccscesese ovens 1,130,400 897,562 None None None 16,965,986 

are RL” a. i asme ka shawna ys eese eee eaee sus $83,906,000 $77,074,000 $44,384,000  $101,431,000 $36,887,000 $37,522, 
3: Finances, Assets, etc.; at End of Year 

CASH POSITION: 1920 1919 1918 1917 1916 1915 
TIRE OMIME Cock los cote capa sckhnSeebe seas ieee eeanebees $26,636,360 $27,512,170 $31,675,903 $23,064,402 $65,237,661 $29,870,555 
[hen SO ONNEAE cus cn abespeedneuskeebesosebe sashes 42,921,726 104,535,807 82,674,940 65,512,265 122,166,354 49,614,114 
SiR RENEE 5 ccwcckskynss soko en eabee sensor’ teneeny ese 113,048,732* 119,470,424* 19,559,598 15,855,470 12,873,879 12,854,596 

Rare ~ a biomes pie pobbeeeeebeeheeesSsonnd —$70,127.006 —$14,934,617 +$62,115,332 +$49,656,795  +$109,292,475 +$36,759,518 
FIXE ; 
Stocks of associated and other companies.............. $582,436,012 $544,354,252  $537,761,846  $489,148,443  $452,390,926  $488,376,367. 
Bonds and notes of associated and other companies.... 190,549,044 162,137,134 104,256,700 119,786,059 68,088,355 59,257,084 
eee eee .sobeee 123,223,782 106,941,097 200, ,937,210 70,961,858 65,920,461 
Trustee TuNds ......-.cccccccccscvccccecsoccccseces ee 737,681 8,812,799 1,226,000 4,611,479 9,153,950 8,795,968 

CAPITAL ISSUED: 

SOS OR ee es ee re Tryin $227,429,000 $229,403,600  $230,335,024  $190,753,300 $202,157,100  $124,355,050 
PR EE. (CEC CLuG anaes cepenessanssnseehgeeceseese 442,825,400 441,981,200 441,947,338 435,658,725 395,635,619 477, 

ee er er 59,915,152 49,262,123 45,900,077 38,354,401 092, 29,146,299 
DEE, CC EGh cr sissnckhseeeb se cbens+bheeeb erence ence ses 96,649,961 86,663,742 83,414,697 82,373,560 79,002,166 76,130,948 


*Includes $90,000,000 of 6% notes sold February, 1919, maturing 1922/1924. Reserves represent chiefly depreciation write-offs against 
book value of stocks, bond and note investments in associated and subsidiary companies, and depreciated realty and equipment. 
Note: Bonded debt is exclusive of an $8,400,000 five-year 6% mortgage due July 1, 1925, secured by the company’s building at 


195 Broadway, New York City. 


Bell Telephone System as a Whole in the U. S. 
1: Book or Paper Profits, From Income Accounts. 











1920 1919 1918 1917 1916 1915 
Operating revenues ........cccccccsesccccccccccccccssees $449,442,115 $167,969,912*  $182,803,080*  $294,894,950  $264,575,280 $234,424,355 
ae ee ee 461,134,725 214,750,066 219,694,857 302,870,819 271,655, 240,447,287 

DEDUCT: 

Working COBtS ...... 2... cccccccccccccccesecccccesceseess = eevee $71,383,906 $75,123,456  $110,335,645 $91,350,090 $80,417,897 
SR IRR RIORIERD Covcaesereesaecceooeessssesess §§§ 400055 52,726,322 54,122,996 94,070,499 84,555,515 15,758,113 
i.e ESRI Ee bee Sek seekehesbGbeeebaeehs -eeeene 10,471,628 13,621,353 20,710,933 14,916,448 13,001,903 
PRE. cc akesknd deeb seee SS wesseeee SS eebbensuseeas.  _ ceeesen 2,112,944 2,686,813 3,990,047 3,735,470 3,384, 

Interest, MiscellaNeOUS ...........ceceeecceccececcccees nt eeeeee 28,210,665 23,879,285 23,049,484 19,859,433 19,,798,858 
Wet BMOOMMS ...ccccccccccccscccccccccescccescccccssscece $47,785,065 $51,957,565 $51,947,767 $50,714,211 $57,238,708 $48,086,114 
ee eS Se 4.89% 5.37% 5.50% 5.56% 6.46% 6.04 

cee ES ee ee et $39,999,581 $39,839,927 $39,734,719 $36,862,582 $35,160,119 2,897,065 
To eee Ec KRERN GSES RDS ASSHRS MA MEEDENS DSS ep heen es Ree 7,785,486 12,117,638 12,213,048 13,851,629 078, be erties 

_2: Finances, Assets, etc.; at End of Year. 

CASH POSITION: 1920 1919 1918 1917 1916 1915 
Pe ND. oon cusscy eb ss sp eeeaee ae ness oube bee be eens $41,399,285 SIZ BIOS lates $35,986,840 $80,692,829 $45,716,330 
Cash plus receivables... ......:...cceccccscces sovcvcees 107,750,444 157,289,361 $87,953,290 78,459,782 146,722,409 89,234,955 
ER ML on . cricnssnsbenevebetebenens ses<ashuvonsin’ 73,932,221 85,260,860 50,920,817 . 42,018,887 34,444,047 34,444,047 
Bint cele DOMMIDN. < sciow ins nces ewes spp ceis sense cee ceese $33,818,223 $72,028,501 $37,032,473 $36,440,895 $112,278,362 $54,790,908 
Further deduct notes payable 1922-1924................ ,000, 90,000,000 i fee eeeR ll) Mereene ee  Gucuee Me eas he 

FIXED ASSETS: 

PRMEN <a cca scanwcrabsebonsb ene Sein Sere seneenewetenee cee $1,363,826,327 $1,215,944,184 $1,142,498,152 $1,064,892,710  $946,293,248 $880,068,250 
ie ee ay ers eg 47,442,043 38.035.034 35,000,000 31,543,745 24,032,099 15,951,582 
ee Oe ee 115,230,719 118,806,351 115,054,876 101,607,231 81,815,476 72,652,646 
BD VEN TONES... 62.0. 2ccccccccsencesvcccncisessvvess 9,363,215 9,244,081 9,244,000 9,219,143 9,151,000 9,114 329 
es re 444,039,203 — 388,574,000 341,991,959 303,525,651 262,005,159 223,401,663 
ISSUED CAPITAL: 
Bonds, debentures .........-ccccccccccscsscsccsccescecs $495,794,075 $456.202,760 $430,992,459  $407,434,080  $422,586,617  $353,236,464 
Capital stock . ..........ccccsccccccscccsccccccsvcccccens 511,493,407 512,121,868 513,017,040 505,403,777 463,101,569 440,711,200 
eR RIE. 8, cs cans onsen one seens cote aye eke o> 90,000,000 ee Oe ee Oe eg ine 
An cps penunhnoue bes cbsiieuvwassssbanienninl $1,097,287,482  $1,058,324,628  $944,009,490  $912,837,857  $885,688,186  $793,947,664 
it OE i uckcccskassbeneee hs ose bes~hobebeo50EN5 4.89% 5.37% 5.50% 5.56 % 6.46 % 6.04% 


*Revenues, costs, taxes, etc., in 1918 and 1919 apply on seven months of 1918 under com pany control and management, and the last 
five months in 1919, and include government compensation during the 12 months that the Federal Government controlled and operated the 
telephones of the country, July 31, 1918 to July 31, 1919. During this period the Government retained the revenues and paid working 


expenses. 
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ends meet. Its borrowings aggregate 
$303,339,818 in new bond, note and stock 
liabilities from the end of 1915 to end 
of 1920, and also used up $20,972,685 net 
cash. The total of $324,312,503 approx- 
imates $64,862,000 a year average bor- 
rowings over the five years. Yet at the 
end of the period there is less net cash, 
less earnings, poorer service, and don’t 
forget that $303,340,000 added bonded 
debt.and new capital liabilities. 


With the American Telephone & Tel- 
egraph Company, proper, the story is 
much the same; low profits, weak 
finances. 


it has had the equivalent of $484,484,- 
(00 new money in five years, represent- 
ing $263,822,000 borrowings on new 
bonds, new notes and new stock, and 
$220,662,000 being paper profits for five 
years after interest charges. - Today 
the public wakes up to find its tele- 
phone service less satisfactory than five 
years ago. The company wakes up with 
$16,886,614 less net cash than five years 
ago, and $263,822,250 more funded debts. 
The stockholders wake up and are told 
that the 8% dividend is no longer able 
to keep their stock above par, and a 9% 
dividend is voted and must be paid, they 
are told, to keep. the present stock 
above par and to sell more stock. The 
Public Service Commissions wake up 
to a din of incessant clamor for rate 
increases. 


Causes of Recent Debacle 
That is where “we are at.” 
How did we get here? 


What are the causes for the poorer 
service to the public; the swamping of 
the telephone industry under monster 
debts; the decline in their securities un- 
tii the 9% Telephone stock sells less 
than 7% Steel preferred; the decline 
in cash position; dwindling of profits? 


The poorer service is due largely to 
the diversion during the war years of 
the trained telephone help to better 
paying jobs in other fields of business. 


That condition will gradually right .it- 


self. Higher wages, too, have been nec- 
essary in the telephone business as in 
other businesses, and that has cut down 
profits, too. Costs of copper, fuel and 
other supplies have been sky high. 
These, too, are coming back to earth. 


A very serious matter has been the 
weakening of public confidence in the 
8% dividend rate and the lack of public 
confidence in the 9% rate, now. Let’s 
not mince words. Let’s rather find out 
why that condition was brought to 
exist. 

All dividends, amounting to $169,566,- 
626, have been paid out of borrowed 
moneys by the American Telephone & 
Telegraph Company for five years from 
1915 to 1921. Besides, the company had 
to borrow $94,256,000 more in addition, 
net; to maintain its works and service, 
and provide working capital for itself 
and subsidiaries. These $263,822,250 are 


net new borrowings over and above all 
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new borrowings to pay off old ones, and 
over and above all “profits.” 


The company was borrowing $263,- 
822,250 or $52,764,000 a year each year 
for five years against $33,913,000 aver- 
age paid in dividends at 8%. For each 
$100 net borrowed money it paid $64 in 
dividends. In other words, for every 
$100 borrowed from Peter, it paid Paul 
$64 in 8% dividends. Now to pay Paul 
9% dividends or $72, the old $100 bor- 
rowing will not be enough. When it 
borrowed $100 from Peter to pay Paul 
$64 in dividends, the other $36 plus all 
the “profits” of the telephone business 
sank back into new plant and service 
and to provide working capital. To- 
day after five years “profits” plus bor- 
rowings aggregating $484,484,000, there 
is worse service, less working capital, 
less profit, and more debts. 


What Are Phone “Profits”? 


That brings up the question of profits 
in the telephone industry. 


One often hears that the 5c. local toll 
pays and pays big. It does, but only if 
no new telephones are installed in any 
office or home; no new lines built; no 
new plant constructed. All new phones, 
all new plant, etc., go into “extraor- 
dinary” expenditures, or capital ex- 
penditure. They are not working costs. 
So long as you keep them out of work- 
ing costs, your working costs are low; 
your “profits” big. 


But those are not “extraordinary” ex- 
penditures. They are ordinary expen- 
ditures in the telephone service. In the 
telephone business more than in any 
other business under the sun, new tele- 
phones and new plant and new con- 
struction are ordinary every-day neces- 
sities of the business. 


The Public Service Commissions have 
always ruled and still rule that these 
necessities must be financed from bor- 
rowings or surplus and charged to cap- 
ital expenditures. 


That rule is at the bottom of all the 
telephone ills. That is the reason why 
the companies have continually swamp- 
ed themsélves in debt which grows 
more and more deep as the years roll 
on. No rate increase will ever in this 
world be satisfactory so long as it aims 
only to show a reasonable “profit” on 
“working costs,” and drives the com- 
panies into debt to borrow money to 
pay for new phones and new plant. A 
rate increase should permit the phone 
companies to finance more of their 
“extraordinary” expenditures 
earnings, and also pay off debts. 


Why Debts Pile Up 


The Bell system in the United States 
spent $515248268 on new phones and 
plant in five years, 1915 to 1921. It bor- 
rowed $303,339,818 net new bonds, notes 
and new capital stock liabilities to do it, 
and also used up $20,972,685 of net cash 
assets. The balance of $190,935,765 spent 
on new phones and plant came out of 
surplus “profits.” Dividends paid 


out of 


amounted to less than 4% on the stock, 
bond and note capital. Not only was 
no provision made to reduce debts, but 
the capital debts increased by $303,339,- 
818, or over $60,000,000 a year. 


The American Telephone & Telegraph 
Company, proper, had to borrow $263,- 
822,000 in new bond, note and capital 
debts, net, and also consumed $16,886,- 
000 of net cash position in five years. 
For this $280,708,000 consumed cash and 
consumed capital, plus five years’ profits 
in addition, it has to show as follows: 
(1) $169,566,626 paid in dividends in 
five years; (2) $58,256,000 put into the 
company’s own plant and realty; (3) 
$130,292,000 put into working funds of 
associated companies and represented 
by their bonds and notes; (4) $143,060,- 
000 new stock holdings in associated 
companies. 


Net new borrowings and cash con- 
sumption averaged $56,000,000 a year for 
the American Telephone & Telegraph 
Co., and over $64,800,000 for the Bell 
system, yearly for five years past. This 
is over and above all “profits.” 


“Quo Vadis?” 

The forced borrowings and debt in- 
creases year after year to meet div- 
idends and meet ordinary expenses of 
the business, explain why the financial 
public cf America has had its confidence 
in the 8% dividend rate weakned. Now 
the company feels itself required to pay 
9% to hold the stock above par and to 
sell more stock. 


The Public Service Commissions have 
gone on record against expanding the 
note and bonded debt. They have urged 
that if the companies must raise more 
money let it be by: selling stock. Bonds 
and notes have to be paid back. That 
meant more and more new loans to re- 
pay old. Capital stock does not have 
to be “paid back,” once issued. 


I won’t discuss right here whether it 
is cheaper to pay 6% on a bond, and the 
other 3% sinking fund to retire the 
bond in 33 years or less, or pay 9% 
in perpetuity on a stock. I may discuss 
that later. 


The company must sell more stock. 
It has $138,367200 of old bonds and 
notes to redeem in the next four years, 
and if it keeps up its record of $56,000,- 
000 a year new yearly net borrowings 
in addition, it must find in four years a 
market for $362,000,000 of new stock, 
on which to pay 9% in perpetuity! 


The obligations falling due are $50,- 
000,000 of 3-year notes due Oct. 1, 1922, 
and $40,000,000 of 5-year notes due Feb. 
1. 1924. Both pay 6%. The proceeds 
were loaned to associated companies, 
which theoretically will repay the loan. 
In practice new debts must be created 
or stock sold to provide them with new 
loans with which to repay the old. 
There are also $48,367,200 of 7-year con- 
vertible 6% bonds due August, 1925. 
Since August 1, 1920, they may be con- 
verted at the rate of $100 face value of 
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bonds plus $6 cash for eacn share of 
Telephone stock. 


The Great Danger 

We will always have more and more 
rate controversies that will always be a 
festering sore to the nation so long as 
the Public Service Commissions go on 
the principle that rates should return 
legitimate “working costs” plus a fair 
dividend, and that “extraordinary” ex- 
penditures for new phones, new plant, 
etc., should be charged to capital and 
financed out of surplus (if any) and 
borrowings. 


If the borrowings grow no less than 
$56,000,000 a year (and they should grow 
more as the nation’s needs grow more), 
there will be no less than $1,900,000,000 
capital stock in twenty years for the 
American Telephone & Telegraph Com- 
pany. On that it will have to pay 9% 
a year in perpetuity, if the company be 
ferced to continue its present policy of 
selling stock to raise more funds. That 
means $171,000,000 a year dividend 
charges. Today interest plus dividend 
charges are about $49,000,000 (with 8% 
dividend). That $171,000,000 is triple 
the record profits ever earned by the 
entire Bell system in the banner year 
1916. 


That process involves an impossible 
uphill load that will grow forever more 
and more. 


What Is Wanted 


What is’ wanted is a rate that will (1) 
repay expenses; (2) pay a fair dividend 
sufficiently safe and secure to keep the 
stock around par or better; (3) make 
it possible to diminish if not cut out 
new borrowings, and provide out of 
earnings a larger part of ordinary ex- 
pansion and growth expense for new 
phones, new plant, etc., and maybe re- 
pay old debts. 


Capital must be kept down within 
limits. Ever and ever expanding 
capital, and ever and ever expanding 
charges to be earned and paid thereon 
does not pay, either now or ever. Pay 
as you go. Why not? 


A rate increase that will make pos- 
sible Point No. 3 might make it possible 
to pay a “guaranteed” dividend of only 
6% to 7% on Telephone stock and 
thereby keep it at par or above par, and 
will in the end prove cheaper and bet- 
ter for all concerned than the dog- 
chasing-his-tail game of perpetually 
raising rates to pay 9% on stock, sell- 
ing more and more stock to meet bor- 
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rowings for new plant, and raising the 
rate again to pay 9% on the new stock, 
etc., etc., ad nauseum. 


A blanket increase of only 10% in 
rates over 1920 would provide $45,000,000 
a year additional revenue, based on 
1920 operations. Compel the companies 
to use that rate increase in paying off 
old debts and providing new plants not 
im paying extra dividends. Every five 
or ten years let the Public Service Com- 
missions get together and figure up 
the Telephone net new _ borrowings 
made necessary, and adjust rates once 
every five or ten years so that earn- 
ings, not borrowings, should provide as 
large a part of such funds as ex- 
pedient, and thereby keep capital from 
inflation, and keep from inflation the 
amount of bonds and stock on which 
dividends and interest must be paid— 
and paid at 9% if the present tempo- 
rary plan of the companies becomes a 
permanent fixture. It will then be 
found that no 9% dividend rate is nec- 
essary to attract funds. It will be 
found, if you study Steel, that a “guar- 
anteed” 614% dividend will keep the 
stock above par, a 7% “guarantee,” cer- 
tainly so. Use the other 2% as a sink- 
ing fund to retire borrowings. 





About Your Income Tax Problems 


XPERIENCE gained in the audit 
E of 850,000 returns completed in 
ten months resulted in several 
important changes in the New York 
State income tax law and the Comp- 
troller’s regulation. The changes in the 
law grant an extension of time for filing 
feturns, an opportunity to replenish 
one’s cash resources after payment of 
Federal tax, avoid several hours of 
computation to determine the deduc- 
tion Of interest on indebtedness and 
remove all doubt as to who is con- 
sidered a resident of the State. 


The regulations were revised permit- 
ting merchants and dealers in securities 
to save money by a favorable valuation 
of inventories. 
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By MARK GRAVES 


Director, New York State Income Tax Bureau 


Many taxpayers declared that the 
payment of the Federal tax on March 
15 called for a breathing spell or op- 
portunity to provide more funds to 
meet other tax obligations. In order to 
render as much assistance as an effi- 
cient administration of the law would 
permit, the due date was changed to 
April 15 for calendar year returns and 
in the case of returns based on a fiscal 
period the date of filing is the fifteenth 
day of the fourth month following the 
close of the fiscal year period. 


In place of the technical computation 
required by the original statute, the 
law now permits as a deduction all in- 
terest paid or accrued during the tax- 
able year. 


One of the most frequently litigated 
matters in tax administration is the 
question of residence. To the person 
outside of an agency like the Income 
Tax Bureau it would be surprising to 
know of the hundred of situations pre- 
sented by people claiming to be resi- 
dents of other States and therefore not 
subject to the tax laws of the State of 
New York. 


The importance of determining this 
point may be appreciated when it is 
remembered that a resident is taxable 
on income from all sources, both with- 
in and without the State, excepting, of 
course, interest on Liberty bonds of 
interest on obligations of the State of 
New York or its municipalities and 
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the like, while a non-resident is tax- 
able only on income from property 
owned or from every business, trade, 
profession or occupation carried on 
within the State of New York. 


This means that non-residents re- 
ceiving income from dividends, interest 
and from sales of stocks and bonds are 
not taxable on that income unless, of 
course, it is part of income from a busi- 
ness, trade or profession carried on 
within the State of New York. 


The extent of trading in securities is 
evidenced by the fact that of the 850,000 
resident and non-resident returns on 
file approximately one out of every 
three returns includes an item of trad- 
ing in securities. : 


To avoid tedious and expensive liti- 
gation the law was changed by de- 
fining a “resident” to be a person who 
resides in the State of New York at 
any time during the last six months of 
the calendar year. 


The Comptroller’s regulations pro- 
vide that inventories at the beginning 
of each year are necessary in every 
case in which the production, purchase 
or sale of mercharidise is an income 
producing factor. The method of valu- 
ing inventories is either at (1) cost or 
(2) cost or market, whichever is lower. 


In view of the decline in the market 
a revision of this rule was brought 
about permitting the taxpayers to 
value their 1920 inventories at cost or 
market, whichever is lower, regardless 
of previous practice. If advantage was 
taken of the revision, the new basis 
would have to be followed in future 
years unless permission to change is 
granted. 


A special regulation called for inven- 
tory from dealers in securities on Jan- 
uary 1, 1919, at fair market value re- 
gardless of cost. The State Income 
Tax Bureau has revised that rule per- 
mitting dealers in securities to value 
their inventories on January 1, 1919, at 
cost or market, whichever. is lower, the 
same as a dealer of any other kind of 
merchandise. 


Frequently it is difficult to determine 
whether or not a person is a dealer in 
securities. For the purposes of the 
New York State Income Tax Law a 
dealer in securities is a merchant of 
securities, whether an individual or 
partnership with an established place 
ef business regularly engaged in the 
purchase of securities and their resale 
to customers. 


Amended returns will be accepted 
from dealers in securities who, prior to 
January 1, 1919, consistently inven- 
toried their securities on hand at 
“cost,” but who, by the rule heretofore 





enforced, were obligated to value such 
securities at their fair market value as 
of January 1, 1919, as one of the factors 
m the determination of gross income. 
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Chapter V of a Study of New York’s Growth as 
International Banker 


By J. GEORGE FREDERICK 


T is absolutely essential to world 
i) financial supremacy that _ indi- 

viduals and business men all over 
the world find it convenient and sim- 
ple to use the system of international 
financing provided by the major credi- 
tor nation. 


America’s place in World Finance 
has been attained through her system 
cf banking, just as has been the case 
with all her predecessors in this posi- 
tion. All banking, domestic of foreign 
is, of course, merely.a matter of con- 
fidence. In the early days only the 
pledged words of the mighty or a man’s 
nearest neighbors were acceptable in 
lieu of cash or kind. Gradually the 
circle had widened until today the 
promise of a merchant in Hangkow— 
speaking a different language and trad- 
ing in a different money—is fully as ac- 
ceptable to a New York bank as that 
of the department store proprietor on 
the next corner, the tangible character 
of whose assets is most apparent. 


Most foreign business of the United 
States today is done by means of for- 
eign acceptances, which are conveyed 
through the various money channels in 
much the same way as domestic paper 
of the same class and character. 


To handle an acceptance calling for 
the payment of monies from abroad 
banks must, of course, be assured of 
the standing of both parties to the 
transaction, though they naturally re- 
gard that of their own depositor more 
than that of the firm or individual to 
whom the goods are assigned. 


In this connection it is well to study 
the forms and methods of handling de- 
tails employed by the big banking in- 
stitutions of the country which are 
thoroughly experienced in the practical 
and profitable use of acceptances. 


A typical illustration of bankers’ for- 
eign acceptance as cited by a repre- 
sentative New York National Bank, 
also showing the connectioneof an 
American Banking House located in a 
foreign country and a New York com- 
pany which handles acceptance dis- 
counts is given on the following form: 


Acceptances Covering Exports 
Bill of Exchange for $3,749.60 


New York, January 25, 1921 

Ninety days after sight of this First 
of Exchange (Second Unpaid) pay to 
the order of the International Bank- 
ing Corporation 


eee eee eee eee eee se eeesees 


Three Thousand Seven Hundred Forty- 
nine 60/100 Dollars United States Cur- 
rency value received and charge to ac- 
count of letter of credit I.B.C. 16/8721. 


: automobiles. 


Two Automobiles S/S Kandahar to 
India. 
(Signed) John Jones & Co., Inc., 
John Jones, President. 


Across the face of the draft is 
stamped: Accepted, January 25, 1921, 
The National City Bank of New York. 


The bill is signed by one of the vice- 
presidents or the cashier of the bank. 
The draft is endorsed on the back of 
the International Banking Corporation. 


In this case someone in India wanted 
to purchase two automobiles from the - 
Jones Co. which was unwilling to ship 
them without first receiving the money. 
The Indian went to his local bank, in 
this case probably the International 
Banking Corp., and arranged with it 
to open a credit with the National City 
Bank against which Jones could draw 
at ninety days sight. This being ar- 
ranged the National City Bank advised 
Jones that the credit had been estab- 
lished and he shipped the automobiles. 
Since the draft was made payable to 
the International Banking Corporation 
Jones drew his draft as above and to 
it attached the bill of lading and other 
shipping documents and sent them all 
to the International Banking Corpora- 
tion. The I.B.C. in turn presented all 
documents to the National City Bank 
where everything being in order, the 
draft was accepted and forwarded to 
the I.B.C. the documents being attached 
and forwarded to the Indian Bank, 
which had arranged the credit. The 
I.B.C. discounted the draft for Jones, 
who thereby received the cash for his 
The I.B.C. sold the bill to 
the National City Company, thus get- 
ting their money back, and the Na- 
tional City Company sold it to a com- 
pany looking for a high grade short 
term investment. 


In the meantime the automobiles are 
presumably on their way to India 
where they will probably arrive before 
the ninety days have expired. Shortly 
before this time has elapsed, the In- 
dian merchant places with his bank 
the funds with which to meet the bill 
and they in turn are transferred to the 
National City Bank. At maturity the 
holder of the draft presents it to the 
latter bank and receives payment for 
the full face amount. 


It will be noticed that the National 
City bank did not use any of its own 
funds for any length of time on the 
transaction, in fact it received a com- 
mission for extending its credit. Jones 
received payment for his automobiles 
as soon as they were shipped. The In- 
ternational Banking Corporation got its 
money back when it sold the bill to 
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the National City Company, which in 
turn was reimbursed when the bill was 
sold to the investor. Also the Indian 
probably will have his automobiles be- 
fore called upon to pay his local bank, 
which in turn will transfer the funds 
received from him to the National City 
Company. 


In the matter of imports the case is 
similar, As illustrated the document is 
drawn against the shipment of 1,500 
bags of cocoa and the steamship is 
named—from Bahia to New York. In 
this case Harris arranged with the Na- 
tional City Bank to permit Smith to 
draw on it. The credit being arranged 
the bank notified Smith of that fact 
either by letter or cable. Smith on 
shipping his cocoa sold his draft to 
the British Bank of South America, 


Ltd., at the prevailing rate for dollar 
exchange. 


The British Bank forwarded the draft 
and documents to its New York corres- 
pondent, the Bank of New York, with 
instructions to discount it in the open 
market after it was accepted. When 
accepted the documents were detached 
by the National City Bank and the ac- 
ceptance returned to the Bank of New 
York who sold it to the City Com- 
pany. Harris’s credit standing being of 
the highest, the shipping documents 
covering the cocoa were turned over 
to him, thus giving him ninety days 
in which to sell the cocoa and place 
himself in funds with which to sell it 
and pay the bill at maturity. If his 
credit is not as good as might be de- 
sired the bank may retain the docu- 


ments and release them only after the 
deposit of approved collateral. 


The foregoing illustrate but two of 
the ways in which our American banks 
are serving our own and foreign mer- 
chants in the matter of transferring 
money abroad. It has been due as 
much to the widening sphere of their 
influence as anything else that the 
United States has approximated her 
present place in the world’s financial 
circles. Other methods of conducting 


’ foreign business will be illustrated in a 


subsequent article. 


Our future international banking 
greatness and the security of the new 
role of world finance center will rest 
upon the degree to which our world 
finance machinery is understood and 
used by the business man. 


Baby Bonds of Public Utilities 


A Field For Investment Too Little Known and Too Infrequently Spoken Of— 
Opportunities For the Average Man of Moderate Means 


NE of the most striking and 
O noteworthy achievements in 

America’s financial contribution 
to the Great World War was the suc- 
cess of the Liberty Bond drives directed 
by the United States Treasury. Never 
mind the motive, or the impulse which 
placed our war bonds in the hands of 
some twenty odd millions of people. 


The fact remains that one of the 
fundamental secrets of the success of 
the sale was the fact that the bonds 
for public subscription were obtainable 
in small denominations. 


Authorities declare that a properly 
conducted campaign would develop an 
extensive investment following among 
men and women of moderate means 
and limited savings. It is claimed that 
all that would be necessary would be 
an intensive campaign to draw atten- 
tion to the opportunities to be had in 
corporation bonds of $100 denomina- 
tion, familiarly known as “Baby Bonds.” 


That appreciation of the value of in- 
vestment is greater and more wide- 
spread today than it was a decade ago, 
is pretty well agreed. But the trouble 
is that thousands of potential investors 
are in the dark and therefore preys to 
get-rich-quick schemers and promoters. 
They do not realize that they can pur- 
chase the bonded obligations of sound 
corporate enterprises in denominations 
less than $1,000 or $500. They are un- 
der the impression that the field of bond 
investment is closed.to them and open 
only to the larger owners of capital. 


Inquiry among investment houses 
elicits the inforfnation that there is a 
growing interest in the smaller bonds 
and that inquiry for these obligations is 
on the increase. And it also is revealed 
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that in most cases responses and trans- 
actions are confined to the Baby Bonds 
of industrial and railroad corporations. 
Comparatively little effort is made to 
lay before the investing public the op- 
portunities in the $100 bonds of the 
public utilities. 


The fact of the matter is, there are 
several hundred public utility Baby 
Bonds and among them some very at- 
tractive investments. It is true that 
the market for such obligations is com- 
paratively narrow, and is not particu- 


modities are falling, slow but sure, and 
that money is easing, disappointingly 
measured, but none the less certain in 
indication. These factors must make 
for decreasing operating costs, to which 
the increasing efficiency of labor is con- 
tributing effectually and will contribute 
in increasing proportion. 


That these factors already are mak- 
ing their impression upon the public 
utilities, is apparent from the consistent 
improvement shown by the earnings 
statements of the past few months. Ap- 








$100 Bonds of Public Utilities 


Name 


Asheville Power & Light 5s ............. 
Buffalo Gen. Electric 5s ................ 
Cleveland Electric Illum. 5s.............. 
Commonwealth Edison 5s ............... 
ee Oe Oe RE 8, a 
ee ge een 
Montreal L. H. & P. Con. 4%s ........... 


Portland Gen. Elec. 5s 
Southern Cal. Edison 5s 


ee i 8. eee eee 
Watertown Light & Power 5s .......... 


Recent Price 


Due Bid Asked 
letubiceipimeads 1942 77 81 
Sa ee er as 1939 84 87 
Pee NER Ona pe 1939 83 85 
Riche peep Wee 1943 83 85 
Ee eS 1936 63 70 
seh i Ait 1940 80 82 
AeA Tee ONE 1932 79 82 
Pa ee an gakuen 1926 85 90) 
CEP yr OP bpey 1939 83 85 
Ee: eee 1930 72 78 
ere Sete eee 1959 75 82 








larly active. But it is a market that 
has possibilities. 


Starved by War; Healthy Now 


The other day a well-known financial 
writer in one of the New York daily 
newspapers made the statement that 
public utilities were starved during the 
years of boom in other departments, 
and now are showing signs of thriving 
on depression. It was asserted that this 
year will be the first really prosperous 
year since 1916 for the utilities. 


There are some perfectly sound rea- 
sons for such a conclusion. We know 
that, for example, the prices of com- 


parently it is logical therefore to as- 
sume that the readjustment period must 
in the course of events benefit most 
those companies which the war period 
depressed. 


They Spell Diversity 

One thing about the Baby Bond op- 
portunities is they offer the small in- 
vestor plenty of diversity, which quality 
is looked upon by the authorities as one 
of the prime essentials of a_ well- 
rounded plan for laying the foundation 
of income. 


Some companies will make a better 
showing in point of earnings than oth- 


The Financial World 





—_— i ak te be te te hCUC CO 











-_~ _- As — —. ch 


no *- vn = -—|= -—-—- wD S&F 











bo 


wn oe CF 


p- 
i= 


1e€ 
I- 


er 
h- 








ers; some companies are better known 
and their securities therefore enjoy 
a freer market, then there are differ- 
ences in interest rate and also in income 
yield at the price paid. 

But, in the last analysis, the Baby 
Bond should be the recourse of the 
small investor who has permanency 
in mind rather than consideration for 
market possibilities in the near future. 
That purchasers of small denomination 
bonds. of prosperous companies can 
sell at almost any time safeguards the 
investor against being caught with the 
bonds on his hands when he needs the 


money they represent. 


Underwrite the Future 

The wise investor today is the one 
who is busy underwriting the future. 
That it will be many years before some 
branches of our industrial life get back 
to what can be termed large profits, is 
well accepted. That some departments 
of activity will do better than others, is 
so evident that elaboration is unnec- 
essary. 

But it is quite certain that, as time 
goes on, the cost of borrowing money 
will decline and find its level in the 
neighborhood of the rates prevailing a 
decade ago. When that time arrives, 
the man or woman who has placed sav- 
ings in well-secured bonded obligations 
of companies whose financial and phy- 
sical position pass muster, at today’s 


‘low prices, will be fortunate indeed. 


Accompanying this discussion I have 
suggested Baby Bonds of several public 
utility companies which have every 
prospect of advancing materially in 
price with the fall of interest rates. 
The issuing companies, judging by their 
current earnings and also by their pros- 
pects, are in favorable position as re- 
gards the future. 

An investment in say ten of the bonds 
mentioned in the acompanying table, 
would yield the investor an attractive 
profit in point of price appreciation in 
time. The present market makes pos- 
sible their purchase at prices to yield a 
better rate of interest, net, for the next 
ten years and more, than will be ob- 
tainable for the loaning of funds in a 


few years from now. 


—o-—— 
ATCHISON 

The management is looking beyond 
the temporary ills affecting the rails, 
ior it has placed the largest order for 
new equipment yet given this year by 
a single railroad. Physically and finan- 
cially the property is in a strong posi- 
tion to recover its earning power 


quickly. 
—_Oo—————_ 
PACIFIC MAIL 
The story that the Pacific Mail 


company would abandon its world pas- 
senger service was quickly denied by 
the directors. While the shipping busi- 
ness is by no means good, yet there is 
no reason for the company to practise 
such economy, when it would have to 
resume such a service with any recov- 
ery in business. 
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Two Replies 


to Mr. Eilers 


Eilers-Guggenheim Controversy—Thirty-Three Years’ 
Inside History of Big Mining and Smelting 
Deals—Part 3 (Concluding) 


By CARPEL L. BREGER 
Being an independent investigation requested by “The Financial World” 


Mr. Breger’s impartial analysis reviews 
in order the 13 specific complaints against 
Guggenheim management of Smelters al- 
leged by Karl Eilers in his circular of 
Feb, 26, 1921, in which incidentally Mr. 
Eilers went out of his way to criticize 
“The Financial World.” Of the 13 points, 
Nos. 1 to 5 have been covered in “The 
Financial World” of March 28 and April 
4. This will conclude the remaining 8 
charges of Eilers—Editors. 

* * * 


“Query No. 6. Why the quick assets 
of the company per $100 of capitaliza- 
tion have not increased in fourteen 
years?” 


This statement is not true. What is 
more, it would be irrelevant even if 
true. The official figures of quick as- 
sets, net, and outstanding capitaliza- 
tion fourteen years ago and recently, 
compare: 


1906 1907 
Dec. 31 Dec. 31 
Quick assets, net ..... $20,006,000 . $23,197,000 
Capital outstanding. ..100,549,000 100,457,000 
Assets, per $100 cap... 19.89 23.09 
Now compare: 
1919 1920 
Quick assets, net ..... $54,486,000 $54,965,000 
Capital outstanding ..156,792,000 155,872,000 
Assets, per $100 cap... 34.75 35.26 
Furthermore, the question of quick 


assets or net quick assets per $100 cap- 
ital has utterly no significance nor rel- 
evance. Smelters would be better off 
if it converted, say, its metals and sup- 
plies into cash, and used up the cash to 
pay bigger dividends and add to prop- 
erties and future earning power. That 
is precisely what the Guggenheims, 
what Eilers, what the stockholders, and 
what everybody would like to see, but 
ergo! if the quick assets were so used, 
there would then be less quick assets 
left, and that is what Mr. Eilers 
grumbles about! 


“Query 7. Why the common stock 
has failed to receive more than an aver- 


age of 444%.” 


That any dividends at all have ever 
been earned and paid on the common 
stock, stockholders have the Guggen- 
heim management, and nobody else, to 
thank. That $86% a share in cash div- 
idends has been paid on the common in 
16%4 years since the fall of 1904; that 
the stock could be bought in the early 
years at $30 to $60 a share; and that no 
dividend has ever been missed even in 
the panics of 1907-08, of 1910, or 1914, 
and of 1920-21, is a record of which to 
be proud. 


The common stock was not at all div- 
idend-paying and never had been, when 
the Guggenheims were invited in in 1900 


by the elder Eilers and associates to 
save the ruin. All the $50,000,000 com- 
mon stock of AS&RCo. had been water, 
aqua pura, given away as a bonus with 
the preferred, and much of that was 
water, too. The Guggenheims promptly 
squeezed ali the water out of the orig- 
inal capitalization, with which, of 
course, they had had nothing to do. 
They found a company overwhelmed 
in debt and bad management, and the 
outlook for even preferred dividends 
precarious. The 7% preferred was sell- 
ing in the 80s at a time when a really 
good 6% preferred security commanded 
about 110! 


Mere mention of the Guggenheim 
name raised the common stock from 
the 30s to above 50 by November, 1900, 
and to over 60 in early 1901. 


' The 7% preferred went from about 85 
to 117. 


Upto the time that dividends began 
on the common in the Fall of 1904, 
and even later into 1905, AS&RCo. com- 
mon stock never sold above 82, nor 
sold below 37 in the 1902-1903 panic. 
The cash dividends amounted to $86% 
a share shows a gratifying and hand- 
some profit to every stockholder and in- 
vestor. 


To that dividend record the Guggen- 
heims may well point with pride. 


“Query No. 8 Why the Guggenheim 
Brothers took over the copper selling 
agencies which had netted the com- | 
pany more than ten million dollars 
($10,000,000) in eight years.” 


I might wax facetious and move a 
vote of thanks to the Guggenheims for 
having donated that $10,000,000 and the 
business to the company. I have shown 
they could have kept it for themselves. 
They were originally under no obliga- 
tion, except one imposed by their own 
sense of honor. I might add a little 
more hilarity to the occasion, and move 
a second vote of thanks for now pay- 
ing out of their own pockets the office 
rent, financial advances, and expenses 
of the copper selling agency these days 
when copper doesn’t sell. 


The fact is: the Guggenheims did not 
“take” away the profitable copper sell- 
ing agency from Smelters. The mining 
companies (notably Cerro de Pasco, 
Utah, Ray, Nevada and Chino not con- 
trolled even remotely by the -Gug- 
genheims) took away and terminated 
the old contracts. That action was 
taken under a 90-days’ notice clause in 


(Continued on page 655) 
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Nevada Con. Copper: Some Secrets 


Many Little-Known Facts of Importance on the Growth, Present Value‘ and 
Future of Nevada’s Foremost Industry 


By CARPEL L. BREGER 


First of two articles analyzing this great copper company and its stock; concluding article next week. 


HE Nevada Consolidated Copper 
Co. will go down into history as 
having been the means whereby 
the Guggenheims were attracted to the 
copper business. Prior to about 1908 
their copper metal output was sub- 
stantially nil. Now they handle a third 
of the world’s production. About 1905 
they became interested in Utah, the 
father of the porphyry coppers, but the 
inducements the Utah Copper Co. could 
give at that time to invite the Guggen- 
heims to invest their money and enter- 
prise were vitiated by obstructionist 
tactics and wrangling on the part of 
the minority headed by the late Col. 
Wall. The Guggenheims therefore cast 
about for a porphyry copper enter- 
prise of their own. They took up what 
is now Nevada Con. and also, in Chile, 
the Braden. Bernard M. Baruch was 
one of the early owners of the Nevada, 
and helped to interest the Guggenheims 
in the proposition. 
Nevada and Utah Relations 
In Nevada, the Guggenheims were 
assisted by Hayden, Stone & Co., who 
in this enterprise are associated with 
Guggenheims. The latter put $9,000,000 
into a giant smelter, a mill, 198-mile 
railroad, steam-shovel mines and all be- 


fore a red cent’s worth of commercial 
copper metal could be produced. The 
giant scale on which the Guggenheims 
took up the Nevada and Braden quick- 
ly brought the recalcitrant Colonel Wall 
and the Utah Copper Co. to the point 
where the Guggenheims were offered 
special inducements to become affiliated 
with the Utah. In 1908, the Guggen- 
heims completed a giant smelter for the 
Nevada Consolidated. They also com- 
pleted at Garfield, Utah, a smelter to 
handle the Utah Copper Co. output. 
The Utah Copper Co. has no part in 
ownership of the Garfield, Utah, 
smelter, which is the property of the 
American Smelting & Refining Co. 


Kennecott’s Interest 


The plans for giving the Guggen- 
heims a greater participation in the 
Utah were completed in 1908-1909, and 
bore fruit in 1910 when they were al- 
lcwed to exchange their Nevada stock 
for Utah stock. All Nevada stockhold- 
ers were given the same privilege of ex- 
changing at the same rate, i. e, 2% 
shares of Nevada for one of Utah. 
Those who exchanged have profited 
ever since by proportionately better 
dividends and prices for Utah. In that 
way the Utah Copper Co. acquired for 








its treasury and holds to this day, a 
little over 1,000,000 of Nevada’s 1,999,- 
457 issued shares, par $5. The 37% in- 
terest in the Utah which the Guggen- 
heim’s associates and through their 
“Guggenheim Exploration Co.” ac- 
quired, was sold to the Kennecott 
Copper Corporation in 1915-16. Thus 
it happens that the Kennecott now 
holds the controlling (though not ma- 
jority) interest in Utah Copper Co., and 
through the Utah, a majority interest 
in the Nevada. 


Foremost Industry in Nevada 


Kennecott officers sit on the Nevada 
board, but Kennecott directly gets not 
a penny of income from the Nevada. 

The Nevada Consolidated Copper 
Company enterprise is the foremost 
single industry in the State of Nevada 
in point of employes and profits and 
dividends. Some $29,000,000 has been 
spent to date, since construction started 
1906, on the steam-shovel and under- 
ground mines in the canyon above Ely, 
in the eastern part of the State; on 
the 13,000-tons-ore-per day concentrator 
and the largest smelter in the State. 
Both mill and smelter are located at 
McGill, about 28 miles below the mines. 
Ix also owns the 198-mile remarkable 








. Corner of Giant Mill of Nevada Consolidated Copper Company, McGill, Nevada 
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“Nevada Northern Ry.,” the biggest 
in the world among railroads built 
purely to open a mine. 
Big Dividend Payer 

The entire investment has been re- 
paid out of profits. Cash dividends of 
$46,768,616.60 from 1910 to the end of 
1920 amount to $23.40 a share or 468% 
on par, $5. Dividends paid represent 
84% of reported book profits. About 
$10,000,000 further net cash, receivables, 
copper and net working capital is on 
hand. 


The total dividends average 6.15c a 
pound on every pound (761,062,000 Ibs.) 
produced to the end of 1920. If we 
leave out of the reckoning the two ex- 
ceptional years, 1916-17 as not likely to 
recur, and deduct 84% of total available 
profits of those two years, then Nevada 
cash dividends average 3.2c. a pound to 
date. The remarkable record of div- 
idends per pound at Nevada exceeds 
both Chino and Ray. This is the more 
astounding because Nevada worked four 
whole years 1908, 1909, 1910 1911 without 
ever exceeding 13c a pound received 
any year for its metal, whereas Ray 
and Chino, starting in 1911 never re- 
ceived so low as 13c. a pound. 


Bookkeeping Anomalies 


Another remarkable feature is that 
Nevada’s books show bigger profits on 
low copper prices in early years. Théy 
show 5.6c a pound average profit on 
12.7c. average price received for the 
four years’ output, 1908-1911, whereas 
in the three years, 1918-19-20, although 
the company realized nearly 19c a pound 


for copper, book profits averaged only 
3.4c. 


Analysis of the book-keeping system 
of the Nevada shows that in former 
years when the then new and struggling 
porphyry coppers had to report low 
working costs to gain popular support, 
they kept out of “working costs” and 
threw into “capital” costs or “perma- 
nent” plant all expenditures wherever 
possible or expedient. The actual ex- 
penditures were always higher and the 
available profits less than the books 
suggested. In modern years, since 1917 
the new income-tax-laws have caused 
“trick bookkeeping” to swing to the 
other extreme—at the Nevada as at all 
big corporations the country over. At 
Nevada, cash outlays have been less 
than reported book costs since the 1917 
ircome-tax laws became known. I 
compare actual and reported costs in 
recent years: 


Mine-Mill Total Costs 
Cost a ton a Pound, Net 
Ore, Net Copper 
Report Actual Report Actual 

1919 ....$2.25 $1.63 16.14c 13.41¢** 
1918* .... 2.04 2.04 16.60 16.48 ** 
1917* .... 1.59 1.71 12.13 12.72 
ee wt es Dee 1.41 8.82 9.80 
ee 1.08 8.25 8.90 
1914 .... 1.02 1.57 9.80 12.75 


*17.2c a ton war-taxes or 0.90c a pound is 
included above for 1918, sn 13.3c. a ton ore 
i 17, or 0.66c. a pound copper. 

1. our seal” expenditures in 1919 include loss 
on Liberty Bonds sold (0.23c a pound), and 
in 1918 include war charities contributions 


(0.20c a pound). 
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The difference between ‘‘reported” and ‘‘ac- 
tual cost’ is: 

Reported cost includes supplies and ma- 
terials consumed ; it includes only the arbitrary 
fixed charges for plant construction and mine 
development and prepaid stripping; and credits 
railroad dividends as an offset against costs. 

Actual costs include supplies and materials 
bought; include all actual expenditures on 
plant construction and mine development and 
prepaid stripping; and credit railroad profits 
as an offset against costs. 

All the costs are net, after crediting railroad 
and miscellaneous revenues and after credit- 
ing gold-silver values recovered. Of course, 
the mine-mill costs do net include smelting, 
refining, etc. All costs include reported tax 
reserves. 

The Nevada is the only porphyry 
copper company in North America that 
owns its own smelter. I shall refer to 
this again, shortly. The railroad is also 
a notable achievement that has never 
before been given enough public at- 
tention. 


A Great Railroad 


The 198-mile Nevada Northern costs 
about $4,006,v00 to date. The main line 
runs from El Cobre station on the 
Western Pacific and Central Pacific 
transcontinental lines, 140 miles south to 
the mill and smelter at McGill in the 
Steptoe Valley. Thence it runs 28 miles 
southwestward to Ely and to the 
mines in the canyon above Ely, Nev. 
The mines are about the same dis- 
tance from the mill as at Utah, Ana- 
conda and Ray. 


As a common carrier, the railroad 
charged $5,616,453 to the mines to trans- 
port some 19,843,224 tons of milling ore 
in six years, 1914-1919, inclusive. The 
railroad paid cash dividends of $4,775,000 
thanks to its agricultural, fuel, machin- 
ery and other transport. Deducting 
the dividends, leaves less than 4%c a 
ton net cost for ore transport at the 
Nevada! Compare this with the Utah 
which pays over 25c a ton on 7,000 tons 


daily to the Denver & Rio Grande un- 
der a 20-year contract. The Chino pays 
20c a ton for only a 9-mile haul on the 
Atchison Topeka & Santa Fe. The An- 
aconda’s actual casts exceed 25c a ton, 
net, over its own Butte Anaconda & 
Pacific Ry. and Ray's costs are nearly 
as much, net, as at Anaconda. 


Owns Its Own Smelter 


Owning its own smelter, the Nevada 
differs from all the other porphyries, 
and saves thereby $3 to $8 a ton on 
every ton of concentrates smelted. That 
figure represents the working profit 
and investment return which outside 
smelters are compelled to charge such 
companies as Utah, Ray, Chino, In- 
spiration and Miami. It mean 2c to 4c a 
pound saved, or more than half the 
dividends paid by the Nevada. 


Comparing smelting cost at Nevada 
and at the Utah, it should cost about 
the same to roast and smelt a ton of 
“neutral” concentrate no matter how 
much copper it contains, whether 160 
Ibs. as at Nevada or over 330 Ibs. as 
normally at Utah. Because Utah con- 
centrates have more than twice as 
much pounds of copper per ton as at 
Nevada, Nevada ought to have more 
than double the cost per pound for 
smelting. Actually Nevada smelts 
cheaper, per pound copper, than the 
Utah, thanks to Nevada owning its own 
smelter. If the Nevada had to pay 
the Utah’s rate, about $7 a ton higher 
than Nevada’s own smelting cost. it 
would mean over 4c a pound added 
costs at Nevada. 


The following smelter costs at the 
four porphyries are interesting. They 








Independent Estimate of Nevada Consolidated 


Approximate Earning Power and Value Based on Various Conditions ° 
in the Copper Trade 


By Carpel L. Breger 


Yearly production : 
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Costs per ton ore: 


Mining—Milling, net, actual......... ...-- 


Costs per pound copper: 


MinO—Mill «... <2. cccccccceccscccccgecccse 
Smelting, refining, selling ............++. 


TN craters erat die didlo 010 Wiaiow er eens Sala eeweb ee 


Profits on: 


Various prices copper metal.........-+..+++> 
Profit per pound copper .....--+-++eseeees 
Per share, 1,999,457 shares...........+--- 


Good Copper Prices 


ee 


Mediocre Copper Prices 
High wage, high 1921 wage scale, low 


taxes and high taxes and low supplies costs 


supplies costs full capacity curtailed 
— 80,000,000 80,000,000 50,000, 

Ses 4,500,000 4,200,000 2,500,000 
Aer 1.35% 1.40% 1.48% 
...$1.65 @ $1.80 $1.55 $1.60 
.... 9.2c @ 10.0c 8.1¢ 8.0c 

woe Chae 5.2¢ 4.3 4.5 
...14.4¢ @ 15.2c 12.4¢ 12.5¢ 
18¢ 25c 16c 16c 
<ieio nt OS 9.8¢ 3.6¢ 3.5¢ 
. $1.44 $3.92 $1.44 87% 


About 65,000,000 tons developed ore reserve remaining as of Jan. 1, 1921, 
assaying over 1.6% as sampled in the ground, should sudce for 16 to 17 years 
extraction at maximum capacity. This allows for dilution. It does not allow 
for further ore developments in the property, nor further ore increase by 


_ acquisition of neighboring property. 


Past dividends have averaged 6.15c per pound to the end of 1920, or 3.2c 


earnings. 


It seems fair to assume on a conservative basis about 3%c a pound 


a pound if we leave out the two exceptional years, 1916-1917, distributable 
average dividends over a period of sixteen years or more life, or about $1.65 
allows nothing for junk value of plant and equipment, nor further ore pos- 


a share a year for sixteen years, counting net cash and copper on hand. 


sibilities. 


That 


Average income of $1.65 a year for sixteen years has a net cash present 
value of $1514, amortized, to return the investment and return six per cent 


cash year on the original investment throughout its life. 


If more than 6% 


net return is wished, the immediate cash value is less than $15%. 
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have never been published. The figures 
are not exact, but are approximately 
correct within a few cents per ton: 


1919 

Nevad Utah Ray Chino 

= a 26 = | ere $10.34 $9.60 

lénehcepeee whee "hobeks 404Ib 330Ib 

roy Fy Bre 4. 35 = BARC... oe es000 2.67c 2.90c 

— + 47 = $6.22.. $13.08 $12.06. $9.02 

Sees Leber ee eh 322Ib 3641Ib 285Ib 

C 3.650 + 30 = 3.85c.. + 3.45 3.32c 
ans 81 + .12 = $3.93.. "git. 80 $9.78 $8.20 

PD) cox cece ene eu 322Ib «= B79Ib = 309 ID 

é 2 62 + .08 = 2. om a we 2.69c 2.72c 

a 4 + .60 = $4.15.. Sit 4 $9.44 $7.72 

Sistauesseeeeese 886Ib 296Ib 

Be se 35 = 2.40c. , Bate 2.55¢ 2.72¢c 

A$2.88 + .53 = $3.41.. $11.54 $10.09 $9.64 

ENED 3s ceekewns skeen 383Ib 385Ib 4381Ib 

C 1.97c + 37 = 2.34¢ 3.17¢ 2.73c 1.78c 





A—Smelting cost, a ton concentrate. 
B—Pounds, copper per ton of concentrate. 
C—Cost per pound recovered copper. 

The Nevada costs include direct smelting 
costs, “plus,” in lieu of depreciation of 
smelting plant, actual construction expenses 
at the smelter. For this purpose, one-half of 
total construction expense at McGill, lumped 
together in the reports to cover both mill and 
smetler, is here taken as chargable to smelter, 
and one-half to mill. 


Ore Reserves 


In conclusion a word about Nevada’s 
future. Back in 1912, 1913, 1914, the 
Nevada was thought to have one foot 


in the grave and approaching an early 
end, generally predicted by the wise- 
acres at 12 or 13 years. In 1916, though, 
the company decided that the “island” of 
lower-grade ore between the two 
steam-shovel pits, theretofore never 
considered ore, should be mined as ore, 
and the entire area mined as a single 
pit. That, and ore disclosures from 
time to time, have added over 30,000,- 
000 tons new ore reserve. 


Enormous tonnages of nearly 1% 
rock, not even now considered ore, are 
kinown to immediately underly the ore. 
As soon as the hundreds of drill holes, 
in passing down, passed into less-than- 
one-percent. copper, the blocked “ore 
reserves” automatically stopped at that 
point. It is obvious that when the 
steam-shovels reach this point or depth, 
the less-then-one-percent. copper rock 
will be available for cheap mining and 
milling, especially if “sweetened” with 
richer underground ores from the com- 
pany’s Ruth and other mines. 


Ultimate Future 


To predict the ultimate tonnage and 
life of the Nevada Con. would be idle 





conjecture. The Guggenheims went 
ahead with their $9,000,000 inital cash 
outlay when ore reserves were only 
14,000,000 tons in 1907, and averaging 
1.97% copper. Today, after thirteen 
years, and the mining out of 35,100,000 
tons of 1.6% ore, remaining known re- 
ported ores approximate 65,000,000 tons 
sampling better than 1.5% grade. 

In the years 1912-1914, when the Nev- 
ada’s ore reserve was waning, it looked 
as though the company would have to 
merge with the neighboring Consoli- 
dated Coppermines or old Giroux and 
Butte & Ely mines. These show a few 
million tons of fair 1.3 to 2.0% ore, and 
a large tonnage of 1.0% rock. The 
Coppermines company was unable to 
meet expenses even on 23% to 33c 
copper in 1917-18-19 handling the richer 
ores in its own new 1000-ton concen- 
trator at the mines, and handling the 
lower-grade in the Nevada mill at a 
very cheap toll. The lower-grade ores 
have never been able to stand the 25c 
a ton freight rate. Whereas the Cop- 
permines company or its predecessors 
have failed to make the old Giroux and 
Butte & Ely mines pay in fifteen years, 


St. Paul Pfd. vs. Northwestern Common 


Reasons Why the Former is Most Attractive from Speculative Standpoint 


EAVING the income factor out 
is of the question entirely, I would 
vather have three shares of St. Paul 
preferred than two shares of North- 
western common. As a speculative 
proposition, I would rather have one 
share of St. Paul preferred than one 
share of Northwestern common. 

* * * 

In stating the above, I am using 
the Euclidian method of demonstra- 
tion. I have stated my deduction 
first, and shall proceed with proof, 
now that my readers have the conclu- 
sion in mind. 


* * * 


OURTEEN years ago, the “St. 
F Paul” and the Northwestern,” 


to all intents and purposes were 
parallel propositions in every import- 
ant respect. They drew their revenues 
from virtually the same territory and 
from the same sort of traffic; they were 
looked upon with equal favor by in- 
vestors; and they enjoyed an excep- 
tionally efficient, high-grade manage- 
ment in common. 


But, beginning with 1907, the parallel, 
to all intents and purposes, ceased. It 
was in 1907 that the directors of St. 
Paul decided upon the extension of 
their line westward to the Pacific Coast. 
It was realized that the undertaking 
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would be expensive, and that it would 
impose a burden upon the future. But 
the directors of the St. Paul also real- 
ized that their road virtually was in a 
“pocket.” They realized that a more 
or less limited amount of business could 
be taken from their territory; that ex- 
pansion would be confined. 


So, defying the hair-splitting critics 
of the time, they made up their minds 
that it would make for the ultimate 
profit of the bond and stockholders to 
get out of the pocket and seek an out- 
let. The undertaking marked a new 
era in the history of the road, and was 
by far the most important of the his- 
tory of the company. It lifted St. Paul 
from its plane of parallel with the 
Northwestern. 


Reason Number 1, for the deduction 
stated at the commencement of this 
article is—that the Northwestern, 
while ably and efficiently managed, ac- 
cording to accepted standards, has been 
content to remain in its territorial 
pocket, while its former paralleling rival 
has reached out and expanded. The 
difference between the two manage- 
ments is the difference between shabby 
genteel aristocracy and ambitious pro- 
gressive aristocracy, that is not content 
to wear laurels and live on past reputa- 
tion. Perhaps the illustration is 


far-fetched, but it, I hope, conveys the 
writer’s meaning. 


I will put this query, and leave the 
answer to the reader—which is most 
likely to afford remunerative speculat 
ive opportunity, the security of a com- 
pany which faces a future that leaves 
little to the imagination because of its 
conservative, restricted type of man- 
agement, or the security of a company 
which, equally well-managed, is pro- 
gressive enough to reach out, even at 
cousiderable expense, for the sake of 
opening up new and vaster possibili- 
ties? 


The Earnings Showing 


Before seeking to prove anything by 
reference to the earnings records of the 
two railroads under review, it is essen- 
tial that we start with this in mind: no 
railroad which extends its lines through 
virtually virgin territory, and spares no 
expense in modernizing that extension, 
can hope to escape a long and perhaps 
grueling drain upon its revenues. 


In the case of the St. Paul the under- 
taking entailed extraordinary expense. 
For one thing, the extension was partly 
electrified, and the line, on its way to 
the Pacific Coast, crossed four moun- 
tain ranges which were not contested 
easily. The project was completed 
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The World’s Mightiest Electric Locomotive Used by St. Paul on Pacific Extension 


about 1910. I do not think that one 
would be in error were the opinion 
offered that it would take a decade for 
St. Paul, or any other railroad similar- 
ly situated, to reach a point where 
earning power could properly be reflect- 
ed in the showing of net earnings. 


Yet what was St. Paul’s actual show- 
ing in dollars and cents and percent- 
ages? 


For purposes of answering that query 
we will take the year 1916 as a fair 
basis of illustration. In 1916 the com- 
mon stock of Northwestern earned 
earned 11.39%. In the same year, the 
St. Paul earned for its preferred close 
on 14.50%. 


In 1916, the gross revenues of St. Paul 
totaled $105,646,484, compared with 
Northwestern’s $91,313,866. Although 
in that year the tons of freight carried 
one mile by St.- Paul totaled some 77.242 
tons more than the number carried by 
Nerthwestern, the latter’s operating 
ratio was 67.85%, compared witih St. 
Paul’s ratio of 65.43%. And the average 
revenue per ton of freight for St. Paul 
was $1.9846, compared with $1.18 for 
Northwestern. 


Reason Number 2, for the deduction 
enunciated at the commencement of this 
atticle may be summed up as follows: 

Despite the fact that in 1916, St. Paul 
was at the fag end of its period of 
heavy tax upon revenues which was a 
sequel to the expansion of 1907, the 
road was able to make a better show- 
ing of net earnings for its preferred 
stcck than Northwestern common was 
able to make. In 1916, the latter sold 
at a high about two points below St. 
Paul preferred. 


Suppose that in the next bull move- 
ment St. Paul preferred should sell at 
its high for 1916, which was 136 and a 
fraction. There is no reason why it 
should not do so. 
who purchased 3 shares of St. Paul at 
the recent quotation of 38, which would 
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Then the investor ~ 


cost him $114, not counting com-nis- 
sion, would have as his profit $274. 


There are far better chances of St. 
Paui preferred duplicating its 1916 per- 
formance than there are for Northwest- 
ern common to duplicate its 1916 
record. Why? Because the speculat- 
ive chances favor St. Paul. 


The initial investment in St. Paul 
would have cost the purchaser $18 less 
than the cost of the original investment 
in Northwestern common. 


The Price Record 


I make no pretension of possession 
of occult powers, and for that reason 
I would not suggest how far St. Paul 
or Northwestern may go in the next 
active bull movement. Whether or not 
St. Paul preferred can duplicate within 
a reasonable length of time its price 
performance of, say, 1916, I do not pre- 
tend to know. 


But I believe that it is perfectly safe 
for me to venture the opinion that: 


Reason Number 3, for rating the pre- 
ferred stock of St. Paul ahead of the 
common stock of Northwestern, even 
though the latter is paying a dividend 
and the former is not, is the fact that 
the speculative chances seem to favor 
the former. 


Right here I would say to investors— 
pay attention to GROSS and do not be 
troubled by NET. If a road can get 
gross in the next two years, it will 
manage to trim operating expenses to 
make net show up. 


From 1911 to 1916, St. Paul increased 
its gross revenues by 40,670,489. In the 
same period, Northwestern gained only 
$16,395,680. And it must be remem- 
bered that in the period St. Paul was 
carrying a heavy burden of fixed 
charges resulting from its western ex- 
tension. The record for gross improve- 
ment is cited to illustrate how St. 
Paul was able, despite great handicaps 
which were not applicable in the case 


of Northwestern, to make progress in 
traffic building. With business again 
normal, and current railroad difficulties 
common to all ironed out, it will be in- 
teresting to speculate on what St. Paul 
will be able to do in the next few years 
under the new conditions and with the 
burden of the Pacific Coast expense 
out of the way. 


Upon examination of the price record 
of the two stocks, during the years 
trom 1911 to 1916, inclusive, it is found 
that St. Paul preferred each year sold 
either close to or on a much higher 
level than did Northwestern common. 
And during that period the two stocks 
were paying the same dividend rate. 


In every bull movement of any con- 
sequence one of the factors which has 
done much to give momentum to the 
rise has been the nature of the outlook 
for earnings. 


St. Paul has passed through the pe- 
riod in which it was required to meet 
extraordinary expenses on account of 
the western extension. The outlet to 
the Pacific, besides lifting the road from 
the rut of its parallel. with North- 
western in respect to features previ- 
ously stated, affords the former road a 
much longer haul than Northwestern 
has or can have so long as it remains 
in its present pocket. This factor must 
make for advantage to St. Paul. Then 
there are the possibilities consequent 
to the development of traffic via the 


‘Panama Canal as an outlook for the 


products of the territory served by St. 
Paul. 


An Interesting Speculation 


Some criticism has been offered re- 
garding the attractiveness of St. Paul 
because of the fact that its preferred 
dividend has been deferred for some 
time, and because the earnings state- 
ments of the past two or three years 
have not been altogether satisfactory. 
In this connection one can make an 


(Concluded on page 676) 
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ARWIN was right in his theory 
D regarding the evolution of man. 


One finds supporting evidence 
almost every day. The trouble was, 
Darwin did not go far enough. The 
process of evolution has not gone far 
enough to be as complete as even he 
was inclined to believe. It is asserted 
by believers in the Darwinian theories 
that our ancestors split into two fac- 
tions; one took to the open spaces and 
became men, the other remained in the 
woods and retained their monkey form. 
Today there are a great many who 
cling to the shelter of the woods of 
pessimism, waiting for the sun of pros- 
perity to make it safe for them to ven- 
ture out into the open places. The 
stock and investment markets drag, 
generally dull as ditch water. 


* * * 


“Tf the sun is a long time in coming 
out,” remarked one banker acquaint- 
ance, who is ever ready with a hopeful 
expression even when the air is filled 
with opposing sentiment, “our friends 
waiting in the woods will starve, or be 
too late to really enjoy prosperity when 
it does come. The real trouble right 
now is that too many people are hiding 
in the woods waiting for something to 
happen. Consumers are waiting for 
commodity prices to fall. Timid invest- 
ors are waiting for prices to reach bot- 
tom. It looks as if it will be a long 
time before prosperity will again reach 
- the high spots which were so kindly 
and at the same time so damaging to a 
lot of people. It seems to me that our 
friends had better come out of the 
woods and get into the game and help 
things move along to betterment.” 


* * * 


The Saunterer has noted a gradual 
change in the sentiment of the Street 
regarding the better class of railroad 
securities. It is admitted that it may 
take some time to iron out all the wrin- 
kles in the transportation situation. 
But it is believed that railroad bonds 
and stocks will wait the consumma- 
tion, and will advance considerably be- 
fore the situation has been cleared up. 
Some students in the Street whose 
opinions may be treated with respect, 
aver that the advance already is un- 
der way, although there is not a great 
deal of material with which to be par- 
ticularly convincing were one to be met 
with a demand to cite the evidence. In 
the past week or so there has been a 
demonstration that was fairly tangible, 
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mainly in the low-priced issues. There 
are any number of these which are sell- 
ing on a basis to yield better than 10 
per cent., and although classed gener- 
ally as speculative, these securities 
should respond quickly to any better- 
ment in the operating conditions of the 
issuing companies. Erie, Minneapolis 
& St. Louis, and some Seaboard Air 
Line bonds are named by close observ- 
ers as favorable securities in this con- 
nection. Their present prices certainly 
are inducement enough for the investor 
who has a streak of the spirit of ven- 
ture in him. 


* * * 


A leading representative of the equip- 
ment industry was asked if there was 
reason for apprehension in the status 
of the railroad situation, or in the show- 
ing of idle cars. He responded in the 
negative. He agreed that there was 
no particular reason for being enthusi- 
astic, particularly as far as the imme- 
diate outlook is concerned, or regarding 
the next six months. The present car 
surplus, he stated, is no indication that 
the roads are over-supplied. At the 
present time, the inquiry for equipment 
is not brisk, and there is little or no 
foreign business in prospect in tangi- 
bie shape. But authorities look for a 
quick revival once business gets back 
to a normal basis. 


* * * 


The Street is looking forward to the 
return from California of Judge Gary, 
chairman of the U. S. Steel board. It 
wants to know just what the big cor- 
poration is going to do about steel and 
iron prices. And, so it is confessed, it 
is on pins and needles, more or less. 
Judging by the record of the past, 
Judge Gary has a certain facility for 
doing things in an unexpected manner, 
and right off the bat, as it were. It is 
recalled that, in February, 1909, Chair- 
man Gary prepared an overnight state- 
ment to accompany the announcement 
by his corporation of a modification of 
prices. He announced that the leading 
manufacturers of iron and steel “have 
determined to protect their customers 
and for the present at least to sell at 
such moderate prices as may be neces- 
sary with respect to different commo- 
dities in order to retain their full share 
of the business.” In the formal state- 
ment reference was made to the fact 
that the action was the result of only 
forty-eight hours of conferences and 
study of the needs of the situation. Ref- 
erence was made to the fact that the 


independent companies, for reasons 
stated, were cutting prices, and that 
there was a virtual lagging of new 
business, as customers were waiting to 
determine whether or not bottom had 
been reached in the price situation. 


* * * 


In a discussion of the building activi- 
ties of the country, Mr. Thomas Gibson 
contributed an illuminating sidelight on 
deflation recently to the columns of 
“The Financial World.” He asserted 
that building operations were at a halt, 
waiting for prices of materials to fall, 
and that, until prices did fall, and 
builders did become convinced that bot- 
tom had been reached, building would 
lag and deflation consequently, would 
be slow. A New York bank the other 
day published the results of a nation 
wide survey of business conditions. A 
query regarding building operations re- 
vealed the fact that everything was 
waiting for lower costs. The blame for 
slowness of response to the need of 
housing facilities was placed, not upon 
labor, but upon the prices for materials 
and supplies: This survey supported the 
conclusion previously stated by Mr. 
Gibson, that building operations were 
in such a state of desuetude as to block 
the completion of deflation and fhe re- 
vival of general business. 


* * &* 


According to men with whom The 
Saunterer has discussed the situation, 
there is a belief that the unexpected 
may happen shortly after the return 
of Chairman Gary. It is agreed that 
building material prices must come 
down. It also is admitted that a cut 
or a modification in steel prices is nec- 
essary. It is anticipated that Judge 
Gary is apt to do just what he did in 
1909 at about this time of the year, 
when conditions were identical with 
those now prevailing. If such proves 
to be the case, then it is reasonable to 
expect that general business revival will 
be but a short distance behind the ac- 
tion. In 1909, about two months follow- 
ing the announcement of the modifica- 
tion in steel prices, general business 
took a spurt and the iron and steel 
business, vital as a foundation factor 
in the industrial scheme of things, was 
on the way upward. The stock markets 
followed suit and began the advance 
which, in the early fall of 1909, reached 
the peak of prices ver$ close to the 
top of the 1906 movement, and consid- 


erably above the previous high mark of 
1902. 
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Koster’s Inside Offer 


Some of the brokers are having a 
hearty laugh over a proposition that 


comes from the Continental Bank & 


Trust Co. of Houston, Tex., one of 
Texas’ camouflaged banking fakes, 
ofiering to sell them stock in the Amer- 
ican Banker Oil & Refining Co. for 
fifty-five cents a share. The concern 
claims it is an inside offer, that none 
of the stock is being offered to the 
public for less than $1.10 a share, of 
which one dollar a share goes into the 
company’s treasury. So that the brok- 
ers can have the stock for one-half the 
price the president of the oil company 
guarantees to refund the difference to 
the company and as his guarantee has 
deposited with this fake bank sufficient 
securities for the fulfillment of his 
agreement. It would not prove com- 
fortable to these Texas people if they 
were asked to produce the nature of 
the securities the president intends to 
deposit. Their soundness would be 
equivalent to the oil stocks the brokers 
are asked to sell for the company. 
What amuses the brokers is the 
thought that these Texans have of the 
average New York brokers, who if they 
are handling gold bricks do not have to 
go to Texas to secure lessons on the 
art of selling them. 


Ce Cece 


A Well Oiled Gusher 


Occasionally there appears a Bob 
Ingersoll who employs his eloquence 
to lure dollars into promotions. One 
such instance has come to our notice 


in the fervid perorations employed by~- 


Jackson & Jackson of Buffalo, N. Y., 
who are earnestly bent in getting peo- 
ple to buy stock in one of their oil flo- 
tations. Could there be a more bril- 
liant specimen of gush than what fol- 
lows. “Think of the countless thou- 
sands of barrels of oil way down below 
the surface of our holdings, aching, 
pressing and fighting to get daylight. 
Why not help us hurry down the drills, 
and give that oil a chance to get into 
the pipes, tanks, cars, and finally land 
i: our bank account, where you and 
ourselves can divide it share and 
share alike. Can you think of making 
money in a cleaner, straighter way? 
No labor driving, no sweat shopping, 
no fussing, fighting and cheating, no 
profiteering—just honest wealth from 
the honest earth. Why not sit in with 
us and have some of it yourself.” A 
real gusher could not put out its wealth 
with any greater smoothness and 
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In The Land of fairy, 
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swiftness except it is real where this 
is but hot air. 
—o—_- 
Would Be an Emptyhead 


Any person who would take any 
stock in the yarn weaved around the 
United Exploration and Development 
Co. by David Gray would fall under 
the title of “Are You An Empty- 
head” with which he addressed pros- 
pective clients in a circular “The 
Financial World” recently received. 
Gray speaks about the wonderful fu- 
ture of the property and tells how it 
will emulate the history of the Arizona 
copper mines and declares in so many 
words that all those who fail to take 
aavantage of the opportunity to buy 
this stock while it is still cheap would 
find themselves emptyheads. This 
ccmpany is one of the special projects 
of George W. Dunn whose name is not 
unfamiliar to our old subscribers. He 
is the same Dunn who for years has 
peddled Rendall Steel, and claimed its 
shares would eventually sell for thou- 
sands for every dollar invested in it. 
United Exploration has also been 
groomed by Dunn for about as many 
years as has been Rendall Steel. Al- 
ways with the same gross exaggera- 
tions but it has come no nearer to a 
mine than green cheese to a moon. 
Sometimes we think we can gauge the 
train of a person’s thought by what he 
says or writes and in this instance we 
assume that Gray in dictating the con- 
tents of his special circular of United 
Exploration & Development Co. ad- 
dressed himself particularly to a class 
of investors whom he believed would 
be just empty-headed enough to believe 
his vaporings. 

—— = 
The Old, Old Story 

Serious allegations are filed against 
the officers of the Argaunot Oil Co. by 
an individual who signs himself as 
Joseph Smith, and claims to be a stock- 
holder. What he writes must fill the 
shareholders with apprehension re- 
garding the character of their security 
for he contends insiders and officers 
obtained big blocks of the stock for 
nothing while others paid as high as 
$2.50 a share. According to Smith it is 
well worth while for the stockholders 
to investigate and find how the divi- 
dends are being paid. But why inves- 
tigate now, that should have been done 
before any money was put up. It is 
an old, old story of the folly of invest- 
ing money without previous investi- 
gation. 
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The Sky Their Limit 


Where a security pays monthly divi- 
dends of five per cent. and has pros- 
pects of increasing these disbursements 
to as much as 100% every thirty days 
in all probability it would be so much 
in demand that eager investors would 
be willing to pay a big premium to se- 
cure it. This is not the case with the 
shares of the Society of American In- 
ventors, which by the way, is not en- 
gaged in the work of advancing the 
cause of inventions, but is rather an 
anomaly, since it is concerned in boost- 
ing an oil company. There are few 
prospectuses issued which can excell 
the particular one gotten out by this 
supposed society to boom their stock 
nor one that places the dividend on so 
an exceptional basis. The curious fea- 
ture about ‘this wonderful five per 
monthly dividend payer with a hope of 
gcing as high as 100% is that, not- 
withstanding all these riches, investors 
seem to fight shy of it, their suspicions 
being aroused by the fulsome exag- 
gerations used in connection with it. 
There is no rush to secure the stock— 
this is apparent from the fact that 
brokers are given a commission of 35% 
on all stock they can sell. 


——— 


Two Crafty Dromios 


Since “The Financial World” first ex- 
posed the presence of Robert P. 
Matthes and Nick F. Wilson in Kansas 
City, Mo., where they are engaged in 
the flotation of various oil schemes 
these crafty get-rich-quick swindlers 
are not finding picking suckers such 
an easy game. Publicity is the only 
remedy that will prevent investors fall- 
ing into their net, for prosecution has 
so far failed in checking their opera- 
tion. Both of them were convicted in 
connection with the Emerson Motor 
fraud, but due to the technicalities of 
the law they are out on bail while their 
appeal against their sentence is pend- 
ing. When “The Financial World” suc- 
ceeded in exposing this notorious 
fraud, in which. it was materially as- 
sisted by The New York Tribune, Wil- 
son and Matthes dropped out of sight 
in the East, but they never intended to 
cease their activities. They went West 
and finally decided to cast their for- 
tune with Kansas City as a place where 
their presence would be least suspect- 
ed and under cover launched various 
oil schemes, none of which changed 
their nature any more than a leopard 
can change its spots, 
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Industrials 


American Beet Sugar.—As was fore- 
casted both by the condition in the 
sugar industry and by the steady shrink- 
age in the market value of the stock 
the quarterly dividend was passed. This 
adverse news now out of the way, there 
was less selling of the stock. There 
was some balm left to the stockholders, 
for the directors assured them despite 
the high prices paid to farmers for 
their beet sugar and the slump in the 
demand a slight profit was made last 
year. There is hope in this, that con- 
ditions cannot grow much worse, so 
the chances favor them getting bet- 
ter. 

American Brake Shoe—There has 
been considerable accumulation of 
this stock in the past several days, 
which was responsible for the 
rise in quoted price which occurred 
last week. Both the preferred and 
common attained new high levels for 
the year in the movement. When there 
is any great degree of demand for these 
stocks, an advance is facilitated by 
reason of the small outstanding amount 
of the shares and the closeness with 
which they are held. 


American Locomotive— When the 
railroads enter the market for addi- 
tional equipment it is claimed in behalf 
of American Loco. that its position is 
an excellent one for handling such 
business. Due to investments in other 
directions, profits from this source 
help materially in earning the dividend 
on the stock so that the profits from 
any new business goes to swell the 
margin of surplus profits over the divi- 
dend requirements. At the present 
time the company is operating at about 
36% of its capacity. 


American Smelting—The internecine 
strife that has been going on between 
Karl Eilers and the Guggenheimers for 
at least a year is now at an end and 
the weight of the factional fight. con- 
sequently if lifted off the stock. 
Where the sentiment of stockholders 
lies is best demonstrated by the over- 
whelming majority of stock which was 
voted in favor of the Guggenheim man- 
agement. The outcome of the fight is 
a vindication of their policies. Hence- 
forth the stock should be stronger. 


Cluett, Peabody.—A narrow market 
is more responsible for the recent weak- 
ness in this stock than the omission 
of the common dividend which was ex- 
pected. While the collar and shirt 


business is none too brisk it certainly 
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Among The 
“Bulls” and “Bears” 


cannot be as bad as it was last year, 
so that a reasonable improvement could 
be expected since the company’s last 


annual report was published. With 
stocks that are not widely distributed 
sacrifices in prices must be made when 
a person is compelled to find a market 
for them and this seems to be the 
situation in which this stock finds it- 
self in, in a poor stock market. 
The weakness of Cluett-Peabody was 
best explained by the action of the 
directors in passing the common divi- 
dent, as they did last week. 


Continental Can.—There is a certain 
group of stocks, especially of an in- 
dustrial nature, which were brought 
out by a Prominent Wall Street bank- 
ing house, which evince a greater strain 
of weakness than the average security, 
and among this group can be considered 
Continental Can. One main trouble 
with these stocks is that they have 
had to carry in their capital too much 
good will on which dividends are not 
so readily earned as is the case with 
real invested capital. The company 
has made good profits during the war 
but they must have diminished con- 
siderably during the last year. This 
house’s following has been hard hit 
also by the decline in prices in their 
specialties, which in a measure brings 
out from time to time forced selling 
that only accentuates their weakness. 


General Asphalt.—Of late General As- 
phalt has expressed a sympathetic af- 
fection for the affliction of the other 
major oil companies operating in its 
own sector of Sauth America. When 
their stocks are weak, it is also, and 
this frailty does not escape the no- 
tice of the shorts. Of late they have 
operated more successfully in the stock 
than heretofore when it showed a dis- 
position to act contrary to general mar- 
ket conditions. The stock is a danger- 
ous one in which to occupy a short 
position unless the trader is alert, for 
the pool can squeeze them provided 
market sentiment favors an upward 
swing. The pool has the advantage 
of the mystery surrounding its stock 
which is an advantage over any one 
operating in the dark. 

International Paper—Recently Paper 
has been somewhat stronger on the ex- 
pectation that the annual report will 
show about $60 earned per share. Such 
a showing would not be unusual, for the 
past year was one in which news print 
reached the maximum cost for newspa- 
pers. But all this is like so much water 
already gone over the dam. 1921 is not 
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going to be as good a year, and this, 
of course, will tend to make the direct- 
ors proceed slowly with any new divi- 
dend considerations. 


Montgomery Ward.—This important 
rival in the mail order business of 
Sears Rvuebuck publishes a discourag- 
ing report of earnings for March. Dur- 
ing this month the gross revenues 
dropped to $7,395,985, a considerable 
shrinkage from the corresponding 
month of the previous year, when the 
figures were $11,896,529. Business, 
since the first of the year has dwindled 
to little over 60 per cent. of what it 
had been. In the light of this poor 
showing the reason for Sears Roebuck 
lopping off its dividend is plainly ap- 
parent. It would have been folly and 
suicidal to have adopted any other 
course. Mail order houses will have 
to be patient until some measure of 
prosperity comes to the agricultural 
communities from which they draw 
the bulk of their business. 


National Conduit—It would be diffi- 
cult for this stock to drop much lower 
than it is quoted now, around $2 a 
share. Nor is its prospects much im- 
proved in view of the difficulties con- 
fronting the self-appointed protective 
committee in reorganizing it. The lat- 
est proposition is to authorize a new 
issue of preferred stock amounting to 
$1,200,000 and request the holders of 
the present first mortgage bonds to 
modify the provision calling for net 
quick assets of 100 per cent. to a re- 
duction to 50 per cent. Securing con- 
sents of creditors to any modification is 
always a slow process. But, this is not 
so essential as raising new capital which 
on its face suggests an assessment of 
some character upon the stockholders 
and it is this factor-that has ejected 
all life out of the stock. ’ 


Stewart-Warner.—Last January there 
was a little boomlet on in the stock 
which centered largely in Chicago but 
it did not last long judging by the 
present weakness in it. The company 
has been quite a successful one in man- 
ufacturing automobile accessories, yet 
there was not good ground for it to 
run counter to other motor stocks. 
What causes the present selling is the 
present uncertainty regarding the divi- 
dend. A more conservative course 
may dictate keeping the cash in hand 
rather than distribute it until the signs 
are more positive of a recovery in the 
motor industry on which this company 
depends for its own earnings. 
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U. S. Rubber—This stock undoubted- 
ly responded to the optimistic reports 
anent the outlook for the auto indus- 
try which were current in the Street 
last week. That some were talking about 
the possibility of a dividend reduction, 
did not seem to matter. And, too, there 
was a certain amount of stubborn con- 
fidence in the company on the part of 
friends of the stock who kept behind 
it. In a spirited movement at midweek, 
the stock rose to within a point of the 
high mark for the year. 


Western Union—Few stocks main- 
tain a steadier position in these uncer- 
tain market days than does this one. 
Another feature about it that attracts 
attention is the limited transactions, 
which is a phase worth noting in a com- 
pany of such large capital, If this is an 
indicia of anything, certainly it is that 
the stock has become quite an invest- 
ment issue. This position should be- 
come further fortified through the ex- 
ceilent earnings the company was able 
to report for last year. In both the 
gross and the net income substantial 


progress was made. Gross earnings ex- | 


panded 17 per cent. while the net in- 
come available for dividends on the 
stock increased from $10.65 a share to 
$12.81. Such substantiability is bound 
to draw additional investment capital 
into the stock which gained a full point 
last week when the majority of stocks 
were seeking a lower level. 


Steel 

Bethlehem Steel—President Grace of 
Bethlehem admits that, as far as the 
steel industry is concerned, 1921 bids 
fair to be rather a lean year. That is 
a contention frequently expressed in 
this department, although it has not in- 
fluenced against confidence in a well- 
fortified company like U. S. Steel, whose 
common stock has been brought to a 
level which we have looked upon as 
inviting. We cannot overlook the fact 
that Beth. has a vastly increased cap- 
italization and a greatly increased plant 
capacity with which to fight for busi- 
ness when competition will be keen 
and profits narrowed. 


Crucible Steel—There is really noth- 
ing in the outlook, in the past or in 
current conditions to justify a posi- 
tion of confidence regarding Crucible, 
all attempts on the part of the pool 
behind the stock to the contrary not- 
withstanding. As one paragrapher has 
graphically stated the position of the 
stock is ludicrous, and any strength 
that may be developed from time to 
time is fictitious. 


Midvale Steel—The stock was some- 
what affected by news of the death of 
E. C. Converse, the well-known New 
York financier, who was one of the or- 
ganizers of the company. Traders sold 
the stock on the theory that when the 
banker’s estate is settled, a considerable 
block of this stock will come on the 
market, and as it is not a security as 
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yet well absorbed by investment classes, 
it is felt that the floating supply will be 
materially increased. The quarterly 
dividend was omitted. 


U. S. Steel—When Judge Gary let it 
be known that there would not be any 
cut in steel prices his statement must 
have carried a mental reservation with 
it. He may have meant the corpora- 
tion could not cheapen the cost of its 
products and at the same time main- 
tain wages on their present high basis. 
If the report from Gary, Ill, where 
the company operates some of its big- 
gest mills, telling of a 20 per cent. wage 
reduction, are true, and reflect the man- 
agement’s intention to bring the cost 
of operation more in conformity with 
prevailing conditions then it is not un- 
reasonable to expect that it is laying 
the foundation for lower prices. The 
shorts appear to take this situation as 
favoring their position, but why, is 
rather difficult to opine, for the reason 
that building operations would be 
stimulated with construction material 
obtainable at more reasonable prices. 
Such a readjustment could be effected 
by the Steel Corporation without much 
loss to itself if its labor did its part. 


Profits, though less, could run to a - 


much larger volume through quantity 
production. Once before the market 
has turned on evidence that the Steel 
Corporation senses the economic con- 


ditions. History may again repeat it- 
self 
Oils 
Invincible Oil—With an additional 


$3,000,000 in its cash box as a result of 
the recent financing the company is in 
a much stronger position to carry on 


its development programme and ex-— 


pand its earnings. With plenty of 
working capital with which to swing 
its business the company can afford to 
ignore present market conditions. The 
fact that it could so readily raise what 
capital was required is acceptable evi- 
dence that the people behind it view 
the future with considerable confidence. 

Mexican Pete.—Despite all the reas- 
suring news which is kept in circula- 
tion about Mexican Petroleum its stock 
is extremely nervous and on off days 
developed pronounced weakness. Nor 
are the bears responsible for it for were 
they the pool in the stock could readily 
drive them to cover. A good deal of 
the selling emanates from stockholders 
whose timidity cannot withstand some 
of the unfavorable reports they hear 
of the situation in the Mexican oil 
fields. 


Pacific Oil.—Though the Street con- 
cerns itself about discussing a divi- 
dend for the stock it would seem for 
a company so recently organized such 
gossip is somewhat premature. More 
confidence in such a certainty would 
maturally follow a statement of its 
present earnings, for that would pro- 
vide evidence dividends could be paid. 


That the proposition has a good fu- 
turé is favorably regarded, for the 
Southern Pacific out of whose rib it 
was organized would not fool with 
any air castles. However, to pay a 
dividend on 3,500,000 shares outstand- 
ing will require a substantial earning 
capacity of which at present little is 
known except through rumors. 


Motors 
General Motors—For the time being 
doubts regarding the continuation of 
the quarterly dividend of 25c a share 
on the stock of General Motors, have 
been cleared away by the declaration of 
this disbursement. However, the an- 
nual report made public by the com- 
pany this last week shows that the 
dividend is barely being earned, pro- 
vided the profits for the first quarter 
of the year were anywhere near what 
they were for the last half of 1920. 
Business will have to improve mate- 
rially for General Motors, to warrant 
a continuation of the dividend at the 

present rate per share. 


Studebaker—Much information finds 
its way into the newspapers as the re- 
sult of premature gossip, and one of 
these stories connected Durant with 
buying control of Studebaker. Only a 
few weeks back it was claimed he was 
forced out of General Motor because of 
an over-extended speculative position. 
Were there no foundation for the story 
it would seem his finances were consid- 
erably taxed by his latest flotation of 
the Durant Motor Car Co. So it was 
hardly necessary for the Studebaker 
officials to make a denial of the canard. 
The company is doing well. 


Miscellaneous 
Miami Copper.—The copper industry 


‘is not covered entirely with a somber 


hue, for there is at least a glimmer 
of light that has penetrated through 
it in the past week when the directors 
of this comipany not only officially an- 
nounced they would not suspend opera- 
tions but also cheered the shareholders 
with the announcement of the regular 
quarterly dividend of fifty cents a 
share. That the company has been able 
to do this when other large producers 
whose mining operating costs are no 
larger have closed down is considered 
an unusual accomplishment. 


Twin City Transit—A strong contin- 
gent of admirers of this stock has been 
accumulating the shares quietly of late. 
On Wednesday last the process reached 
proportions that caused the Street to 
pay a little more attention. It was sud- 
denly noted that in a week’s time the 
stock had been advanced nearly nine 
points. Just why was not suggested, 
although the strong position of the 
company, financially and physically, 
would afford real basis for the con- 
fidence of the accumulators. The 
stock carries a $3 dividend. 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 


General Electric for the year ended 
December 31 reports net earnings 
equal to $15.92 a share on the capi- 
tal stock against $21.02 in 1919.— 

Old Dominion Company for the year 
ended December 31 reports net op- 
erating loss of $308,165 against a loss 
of $723,134 in 1919.+ 

Tidewater Oil for the year ended De- 
cember 31 reports net earnings equal 
to $22.91 a share on $39,725,900 capi- 
tal stock against $26.91 on $33,087,000 
in 1919.4 


Norfolk & Western for the year ended - 


December 31 reports net earnings 
equal to $9.53 a share on the common 
against $11.16 in 1919.— 

Stutz Motor for the year ended De- 
cember 31 reports net earnings equal 
to $5.13 a share on 200,000 shares of 
no par value against $9.97 a share on 
100,000 shares in 1919.+ 

Austin-Nichols for the year ended Janu- 
ary 31, 1921, reports net earnings 
equal to 4c a share on the common 
against $6.71 a share in 1919.— 


Superior Steel for the year ended De- 
cember 31 reports net earnings equal 
to $8.92 a share on the common 
against $7.90 in 1919.+ 

Babcock & Wilcox for the year ended 
December 31 reports net earnings 
equal to $14.71 a share on the capital 
stock against $19.16 a share in 1919.— 


General American Tank Car for the 
year ended December 31 reports sur- 
plus after taxes of $1,733,804 against 
$2,274,976 in 1919.— 

Western Union for the year ended De- 
cember 31 reports net earnings equal 
to $12.81 a share on the capital stock 
against $10.65 in 1919. 

International Salt for the year ended 
December 31 reports net earnings 
equal to $14.67 a share on the capital 
stock against $9.03 a share for the 
10 months ended December 31, 1919.+ 

Westinghouse Air Brake for the year 
ended December 31 ‘reports net earn- 
ings equal to $9.15 a share on the 
capital stock against $10.80 a share 
in 1919.— 

Borden Company for the year ended 
December 31 reports net earnings 
equal to $10.95 a share on the com- 
mon against $17.80 in 1919.— 

Steel Company of Canada for the year 
ended December 31 reports net earn- 
ings equal to $12.19 a share on the 
common against $16.76 a share in 
1919.— 


East Butte Copper for the year ended 
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Week’s Business Index 


UNFAVORABLE POINTS — 35 
FAVORABLE POINTS + 32° 
NEUTRAL POINTS = 6 


Analysis 
There was little evidence of any 
fundamental change in business 
conditions during the week just 
closed. The volume of trade in all 
lines is extremely moderate. 


Dominant Factors 
Retail trade shows some gain in 
many sections of the country, espe- 
cially for wearing apparel. More 
favorable news comes from the 


motor industry in the way of in- 


creased output and heavier operat- 
ing schedules. The copper industry 
is still slow, and the week saw the 
closing of several important mines. 
The industry at the present time is 
estimated to be on about a 40 per 
cent. production basis. Prices for 
the red metal, however, remain firm 
and have a slight tendency toward 
higher levels. The iron and steel 
industries are on a more stable 
basis and gaining in production. 

The last few days have witnessed 
a marked easing in money rates, 
call money being quoted so low as 
4 per cent. outside the stock ex- 
change. The Federal Reserve 
gained almost two points in its re- 
serve ratio for the week. Note cir- 
culation and bank clearings are 
considerably below the figures of a 
few weeks ago. There can be no 
question that the peak of the credit 
strain is passed. 


The stock and bond markets were 
not characterized by any particular 
features of importance, but securi- 
ties of proved worth were readily 
absorbed. 


Foreign exchange rates gained 
substantially, especially those on 
Continental European countries. 


Commercial failures are not so 
numerous or heavy at this time as 
was the case earlier in the year, 
although the total for the first 
quarter was far in excess of that 
for the corresponding period of 
1920. Unemployment as of March 
31 is estimated as gaining 2.5 per 
cent. over January 31. 


The most trying in the current 
phase of deflation is apparently 
over and a greater degree of con- 
fidence in the immediate future is 
warranted. 








December 31 reports net earnings 
equal to 49 cents a share against $1.24 
in 1919.— 


General Motors for the year ended De- 
cember 31 reports net earnings equal 
to $1.57 a share on the common 
against an amount equal to $3.63 a 
share in 1919, figured on the same 
basis as present capitalization.— 

New York Transportation Company 
for the year ended December 31 re- 
ports net earnings equal to $4.76 a 
share on the capital stock against 
$3.25 a share in 1919.+ 

Chicago, Great Western for the year 
ended December 31 reports deficit 
after taxes and charges of $2,530,682 
against net income $1,263,669 equal to 
$2.87 a share on the preferred in 
1919.— 

Southérn California Edison for the 
year ended December 31 reports sur- 


plus after charges of $3,071,795 
against $1,983,183 in the preceding 
year.+ 


Standard Screw for the year ended 
December 31 reports net earnings 
equal to $48.42 a share on $3,500,000 
capital stock against $34.04 a share 
on $2,500,000 in 1919.4 

Republic Railway & Light for the year 
ended December 31 reports net earn- 
ings equal to $148 a share on the 
common against $1.56 in 1919.— 

North Butte Mining for the year ended 
December 31 reports deficit after 
charges of $1,076,237 against a profit 
of $133,471 in 1919.— 

Vulcan Detinning for the year ended 
December 31 reports net earnings 
equal to $2.53 a share on the pre- 
ferred against $9.92 in 1919.— 

U. S. Industrial Alcohol for the year 
ended December 31 reports net earn- 
ings equal to $11.63 a share on the 
common against $10.06 in 1919.+ 

Massachusetts Gas Company for the 
year ended December 31 reports net 
earnings equal to $7.75 a share on the 
common against $7.60 in 1919.+ 

Havana Tobacco for the year ended 
December 31 reports a deficit of- 
$204,290 against a deficit of $265,442 
in 1919.4 

U. S. Steel stockholders on record for 
March dividend 104,376 against 100,- 
641 as of February 12th and 95,776 
as of December 1.+ 


Commodities 
Oil—Prices soft. Kerosene off 1 cent 
per gallon for export. Crude oil pro- 
duction in the United States for Feb- 
(Concluded on page 660) 
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THE FINANCIAL WORLD RESEARCH BUREAU ° 


About the Motors 


OU would not guess it from the 
y barrage of optimistic statements 


and predictions about the motor: 


industry which lately have been de- 
livered with so much effect on the stock 
market, but there is trepidation behind 
the lines of advancing prices. A short- 
age of ammunition threatens and those 
who pin too much faith in the con- 
tinuance of the forward movement may 
be disappointed. 


The great need of the motor indus- 
try is new money. It seems logical 
therefore to assume that the real ob- 
jective and motive of the present move 
is to facilitate new financing, which 
experience has proved, can be accom- 
plished best under cover of a strong 
stock market. 


True, there is a revival of demand for 
automobiles. But the curious fact about 
the situation is that the character of 
that revival is misunderstood. It seems 
to have been generally accepted as rep- 
resenting a definite turn for the better 
and the beginning of an improvement 
which is to proceed without interrup- 
tion, when as a matter of fact, it re- 
flects to date, nothing more than a 
normal and _ seasonal development, 
there being many indications that the 
motor industry has not yet camptoted 
its readjustment. 


Springtime is buying time in the 
motor industry always, and it is not re- 
markable at all, that, after having their 
plants closed down for months or run- 
ning on short time schedules at about 
25 per cent. of capacity, the manufac- 
turers should find it advantageous to 
start operations on an increased scale 
in order to get some share of the sea- 
sonal spring business. 


Let us look ahead a little. We sus- 
pect that by summer new financing will 
have become necessary for many com- 
panies. ‘ The latest balance sheets have 
not shown impressive amounts of cash. 
They have, in most cases, shown heavy 
bank borrowings. The point is made, 
particularly as regards Studebaker, 
whose stock has become the accepted 
leader of the motor issues in the mar- 
ket, that a continuance of good busi- 
ness will enable the companies to work 
off their inventories, get in cash and 
thus liquidate their bank loans. 

. x Ok Ok 

WHAT OF COMPETITION? 

The motor industry has not yet seen 
the kind of competition that leads to 
price cutting. The leading companies 
wish to stave off any suspicion on the 
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part of the public that price competi- 
tion is in prospect until they have pre- 
pared for it by replenishing their cash 
resources, so the present advance in 
the market is in a way a necessary 
part of the program. 


And why is price cutting in prospect? 
Consider first for a moment the fact 
that there are between 9,000,000 and 
10,000,000 cars now in use or regis- 
tered in the United States. That means 
one car to about every eight persons. 
It doesn’t mean, of course, that each 
group of eight people own a car. Nor 
does it mean that all those who do 
own one can afford to own it. 


Possibly out of the total number of 
cars in existence there are several 
millions awaiting sale in used car deal- 
ers’ hands. At least there are more of 
these for sale than ever before, and 


probably there are more in proportion. 


to the demand than at any time within 
the last two years. 


A New York evening newspaper 
which controls about 90% of the clas- 
sified automobile advertising has been 
carrying anywhere from 100 to 500 lines 
more of such advertising daily than at 
this time last year. That reflects the 
extremity of the car owner who is 
seeking a buyer for the automobile he 
purchased perhaps back in 1919 and 
1920 when he was overburdened with 
money. Unable to keep up his lux- 
urious mode of living he has decided 
to sell his car and he offers it at a 
sacrifice price because there are few 
buyers. There, then, is the first sign 
of competition, since the importance of 
the used-car market is such that its 
relation to the new car market cannot 
be ignored. 


People who formerly would not look 
at a second-hand car but insisted on 
buying a new one will now take the 
former if they buy at all. People who 
already have one or two cars and who 
under like circumstances a year or 
two ago would have bought one or two 
more are now content to stand pat. 
Yet more people who were getting up 
to the point of buying a car last year 
have suffered financial reverses and 
are now out of the market indefinitely. 
In short, you may figure it any way 
you like, but the evidence is entirely 
against there being a potential demand 
for new cars of anything like the pro- 
portions seen in 1919 and early in 1920. 

‘Against that must be placed the in- 
disputable fact that potential produc- 
tion capacity is greater than ever be- 
fore, the further fact that this capacity 
as a unit cannot be used effectively un- 
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less utilized at somewhere near the 
maximum, and the final fact that if 
prices are cut materially, the full ca- 
pacity will have to be used to show 
even moderate profits on the invest- 
ments represented by the outstanding 
capitalization of many auto companies. 


Recognizing this, the leading factors 
in the industry know that they must 
produce cars up to the maximum if 
they are to sell them at reduced prices, 
and they know that they must reduce 
prices to get a larger share of. the 
business. They know that if ‘they in- 
augurate a price war it will be a case 
of a survival of the fittest. 

* * * 

FAST GROWING CHAIN STORE 

It looks like a far cry from the auto- 
mobile industry to the 5 and 10 cent 
store business, but at the risk of indulg- 
ing in an odious comparison it may be 
said that a lot of former automobile 
buyers are now being transformed into 
5 and 10 cent store customers. Per- 
haps they always were more naturally 
5 and 10 cent store customers than au- 
tomobile buyers. But aside from that 
the caption of this paragraph refers to 
the Kresge Company, which is indeed 
the fastest growing chain store,system 
among those prominently before the 
investing public. 


Woolworth, due to its well adver- 
tised success is naturally the company 
with which interesting comparison may 
be made, so here are some figures: 
Woolworth gross, in 8 years from 
1914 to 1920, expanded 100%, from $69,- 
500,000 to $141,000,000; Kresge’s, over 
300%, from $16,000,000 to $51,000,000. 
Woolworth’s net increased about 50%, 
from $6,500,000 to $9,750,000; Kresge’s, 
nearly 150%, from $1,150,000 to $2,753,000. 
Woolworth’s common capital is $65,- 
000,000, on which 154% was earned last 
year; Kresge’s is $10,000,000, upon 
which 26% was earned last year. Wool- 
worth’s asset value per share at the 
end of 1920, eliminating good-will, car- 
ried at $50,000,000, and allowing for re- 
demption of preferred stock at $125, 
was $32 a share; Kresge’s book value, 
after eliminating $6,128,000 good-will, 
was $112 a share. Woolworth common 
pays $8 a share per annum; Kresge, 
$6.00, and Woolworth sells at 114, while 
Kresge is quoted between 140 and 150. 
The last comparison is the most re- 
markable of all and the most signifi- 
cant. For the fact that Kresge sells 
so far above Woolworth despite its 
smaller -dividend is an emphatic re- 
minder of the intrinsic value of the 
stock and the prospect of increased 
dividend payments in the near future. 
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Status of Spanish River Paper 











Spanish River’s Plant at Sturgeon Falls 





Extension of Plants and Improved Financial Position Point to Increased 
Earnings for 1921—A Canadian Company of Great Interest 


HE Spanish River Pulp & Paper 

| Mills, Ltd., has recently issued 
the strongest annual statement in 

its history. Deferred interest on the 
funded debt has been paid off, preferred 
dividend arrears have been adjusted 
and on September 30, 1920, an initial 
dividend of 7% was declared on the 
common stock. Interest on the funded 








Spanish River Income 


EARNINGS 
1920 1919 1918 1917 
Per Per Per Per 
cent. cent. cent. cent. 
On pfd. stock ....16.07 9.47 7 8.24 
On com. stock....16.07 9.47 2.23 8.24 





NOTE—Preferred stock participates equally 
with the common after 7% on both classes. 








debt was deferred in 1914 and no div- 
idends had been paid on the preferred 
stock since 1913. In 1915 the surplus 
was only $268,330, while for one year 
just passed it reached $2,552,069. These 
remarkable changes are due both to 
the increased prosperity of the pulp and 
paper industry and the highly progres- 
sive policy of the management. 


The growth of the pulp and paper in- 
dustry in the Dominion is, perhaps, best 
shown by the export figures for its prod- 
ucts. In 1890 Canada’s exports of pulp 
and paper products totalled $120. By 
1912 they had increased to $14,600,000. 
By 1917, they had almost quadrupled to 
$52,000,000; while for the fiscal year 
1918-19 they were about $100,000,000— 
nearly double the total two years pre- 
vious. In 1921 they amounted to $113,- 
091,704. It is estimated that for the 
fiscal year ending March 1, 1921, they 
will total about $160,000,000, or con- 
siderably over one hundred times those 
of 1912. 


This tremendous increase was not the 
result of temporary inflation or war 
conditions. It was the result of world- 
wide demand for a product which Can- 
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ada can supply in greater quantities and 
at lower cost than any other because 
of her large supply of cheap raw ma- 
terials. No other country has such 
enormous pulpwood reserves in close 
proximity to an adequate water supply. 


During the last year the increased 
business handled by Spanish River is 
strikingly reflected in the profit and loss 
account. Since the fiscal year ended 
June 30th this meant that the company 
benefited by the higher rates for news- 
print only during the last six months 
of the year. A number of large exten- 
sions of plants were also made, but the 
increased production resulting from 
these additions was likewise only ob- 
tained during the last few months of 
the year. In spite of these conditions 
the company reports total revenue for 
the year of $3,915,051, compared with 
$2,757,964 during the previous year. 
From this amount there was reserved 
for depreciation $594,620 against $501,- 
068 the previous year, leaving a bal- 
ance of $3,320,431, compared with $2,- 


256,896. Interest on bonds and other 
loans totaled $768,362, compared with 
$799,975, which left a net surplus for 
the year of $2,552,069, against $1,456,921. 
From this amount an appropriation for 
contingencies and Government taxes 
was made of $350,000, as compared with 
$160,000 the year previous, leaving a 
net profit for the year of $2,202,069 
against $1,296,921, twelve months before. 

Net. profits for the year after allow- 
ing for all charges and dividends on 
the preferred stock before deprecia- 
tion, amounted to 29.9 per cent. on the 
common. After making allowance for 
the depreciation of $594,620 net profits 
were equal to 22% per cent. on the 
outstanding common shares capital of 
$8,000,000, as compared with 11.90 per 
cent. and 2.29 per cent. in 1919 and 1918 
respectively. 

The comparisons in this regard, how- 
ever, do not fully reveal the extent of 
the improvement shown in the state- 
ment under review since allowances for 

(Concluded on page 677) 








Spanish River Earnings Compared 
The income accounts for the three last years are compared in the follow- 




















ing table: 
1920 1919 1918 
ECTS IA $3,915,051 $2,757,964 $1,729,231 
IN aki ctbikes cetaceans 594,620 501,168 344,137 
RN tie a oe $3,320,431 $2,256,896 $1,385,094 
POE te Men dts 768,362 799,975 807,519 
RSE $2,552,069 $1,456,921 $577,575 
RENNER. ss iwicsncdaceesnes 350,000 160,000 *500,000 
a ae ire $2,202,069 $1,296,921 $77,575 
LEE. dokb Qidice a Caaeeuouay 2,368,222 1,071,301 993,726 
RE et ah ae oars $4,570,291 $2,368,222 $1,071,301 
ee SS | See ae a ee 
NS ee hee eae $1,698,798 $2,368,222 $1,071,301 ‘ 
RE een eet cer SS oo eee ie ile 
ee aes $1,060,798 $2,368,222 $1,071,301 


*Written off. 
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Two Replies to Mr. Eilers 


(Continued from page 643) 


all the old contracts. The new ar- 
rangement is a better one for both 
Smelters and the mining companies, 
mutually, in the existing emergency. 


By the old contracts, on each and 
every metal sale, each company par- 
ticipated pro rata, as between Smelters 
and each of the big copper companies 
for whom it sold. If Smelters or any 
copper company preferred not to dump 
its metal at say 12c, and to hold it, 
it had no choice in the matter. It had 
to participate pro rata on each sale. 
Conversely, if any company preferred 
to unload its own metal and raise cash, 
it couldn’t do so; it had to participate 
only pro rata not more, on each sale. 
Here is how one specific such contract 
(the standard form for all) reads: 

“The Copper Company (mining company) is 
to receive the same net returns for its product 
as the selling company obtained for its own 
product, and out of the proceeds of all sales 
made by the Selling Company (Smelters) such 
pro rata amount is to be assigned to the 
Copper Company as its product bears to the 
entire product which the Selling Company 


then has for sale either on its’ own ac- 
count or as agent for others.” 


The Guggenheims and AS&RCo. 
never speculate in metals. They sell 
metals on forward contracts when they 
buy the ores, and before the metal is 
produced. As their selling determines 
the wnarket price, and as they buy the 
ores based on the market price, it prac- 
tically eliminates speculation. Their 
principle is not to “hold the umbrella” 
which was what wrecked the old H. H. 
Rogers regime in both American Smelt- 
ing and Amalgamated Copper two dec- 
ades ago. That is one of the great 
business secrets on which the Guggen- 
heims founded their smeiter fortunes 
thirty years ago. 


The new arrangement emphasizes 
this time-established and _ distinctive 
Guggenheim principle. Now Smelters 
can sell its own copper (including such 
copper and ores as it “buys” outright), 
as it has always sold its own lead, 
silver and gold, in its own way. It can 
sell its metal, and as much or as little 
of it as it likes, for what it can get, or 
may hold out if it prefers, and is under 
no obligation to consider any other 
company. It is a splendid arrangement 
for Smelters. Smelters by the way is 
also absolved from “advancing” the 
copper companies about $4,000,000 in 
advance payments or loans against un- 
sold metal on the four Utah-Nevada- 
Ray-Chino old contracts. 


The mines, too, benefit. They can 
still get the market price for copper 
if they want to, but are not under com- 
pulsory obligation to sell at this mar- 
ket. They can hold out for better prices 
if they so wish. Before, they had no 
choice. It is significant that Cerro de 
Pasco which broke away from the 
Smelters selling fold last summer has 
had to borow $8,000,000 to carry its 
metal. Anaconda had to borrow $25,- 
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000,000 last October to carry its cop- 


per. Neither Smelters, Chile, Kennecott, 


Utah, Nevada, Ray nor Chino whose 
metal the Guggenheims handle, has 
ever created a dollar of bonded debt 
to help carry metal. I am not aware 
that any of these companies has any 
important loans out against unsold 
copper other than routine “advances,” 
common at all times. 


“Query No. 9. Why the stocks of the 
Company are selling today below the 
level of 20 years ago, when they first 
entered ‘Smelters,’ and after 20 years 
of Guggenheim management.” 


The stock was about 30 Christmas 
week, 1899, and about 35 in early 1900 
when the Guggenheims were first 
broached to join. It was a little over 
40 on Feb. 26, 1921, when Eilers claimed 
the stock was lower than at the Gug- 
genheims’ entry. 


Let me recite the history of the stock, 
and what Guggenheim management has 
done for it—that management with 
which Eilers was associated for fifteen 
years, and now berates. 


Smelters opened at 44. to 44% on the 
New York Curb on Thursday, March 
28. 1899, on a when-as-and-if basis. The 
company was not yet incorporated. The 
common stock ($27,400,000) was all “wa- 
ter” given away as a bonus with the 
preferred, also largely agua pura in 
those days. The stock sold down to 
42% to 43 next day, March 29. 


It crossed 50 for the first time on 
April 4, 1899, when it sold as high as 
51%. On that day the company was 
incorporated in New Jersey, sixteen 
days before Amalgamated Copper. Both 
were launched by the late Henry H. 
Rogers, Leonard Lewisohn, and John G. 
Moore, of Moore & Schley. The stock 
reached a high of 52%4 on April 28,1899, 
which was the highest price ever 
reached under the anti-Guggenheim 
regime. That high was in celebration of 
the incorporation of Amalgamated Cop- 
per the day before. 


From that day on, the stock continued 
down. It collapsed to 45% on May 3, 
when Moore died. It never again saw 
50 until the Guggenheims were invited 
in in 1900, to the rescue. It continued 
down and down throughout the great 
boom of 1899, selling down to 36%4 by 
June and reached a low of $30 Christ- 
mas week, 1899. The collapse was phe- 
nomenal. A great industrial boom was 
on, and money was easy. Lead sold at 
the highest prices in years, silver, too. 
Also, it was the promotion period when 
stocks can command high prices be- 
cause little or no stock is “out” to come 
back on the market. 


It was at this stage that the directors 
got together and determined to invite 
the Guggenheims to rescue the com- 


pany. They “dressed” up the stock to 
35% by the end of 1899, and near 40 by 
March, 1900, when the first offer was 
made to the Guggenheims. That offer 
they declined. Back went the stock 
to 34. 


On October 19, 1900, a new proposal 
was offered the Guggenheims. On the 
strength of it the stock went to 43, the 
highest price in over a year. They 
accepted the proposal at the directors’ 
meeting, Nov. 16-17, 1900. That day the 
stock rocketed sensationally to 54. 


It was the first time the stock had 
sold above 50 since the opening in April, 
1899. It kept on climbing to 62 in Feb- 
ruary, 1901. 


The mere association of the Guggen- 
heim name was a tonic and elixir. It 
is important to emphasize that the Gug- 
genheims had no stock.to sel. They did 
not formally enter the company and 
receive stock till April, 1901. 


On Feb. 11, 1901, occurred an historic 
episode in Wall Street, the famous bear 
raid of the mighty Henry H. Rogers. 
With Leonard Lewisohn and their as- 
sociates they hurled over 100,000 shares 
of Smelters stock, then nearly half the 
issued capital, at the heads of the Gug- 
genheims in an attempt to “break” 
them, and to break the market price 
below 50—which would have upset the 
consolidation plans. Rogers was un- 
able to budge the price below 54. He 
went down to smashing defeat and re- 
signed that day from the company. It 
was his first and greatest defeat in Wall 
Street. The fight of Rogers and Lew- 
isohn with their Standard Oil and 
Amalgamated Copper millions t6d 
“break” the Guggenheims, and their 
fight in the courts in New Jersey and 
Delaware to block their entry into the 
company, is memorable in the annals 
of American jurisprudence. 


Thus the Guggenheims entered Smelt- 
ers, to stay. Had Rogers remained with 
the Guggenheims in the company, the 
future history of Smelters, of copper, 
of Anaconda, and of much else would 
have been vastly different. But Rogers, 
the “Grizzly Bear of Wall Street,” loved 
to fight too well. He got it. 


Smelters stock has had its ups and 
downs in twenty years of Guggenheim 
management to date. It will have ups 
and downs in twenty years to come. 
Here are some of those highlights. 


High 35 in Spring of 1900 when Guggenheims 
were first invited to join. 

High 62 in April 1901 when they joined. 

Low 37% in 1903 panic. 

High 82 in Fall of 1904 when dividends began. 

High 175 (record) in the 1905-06-07 boom when 
the Guggenheims first embarked in cop- 
per on a large scale and organized the 
American Smelters Securities Co. 

Low 55% in 1908 panic. 

High 105 in 1909-1910 copper boom. 

Low 37% to 421% on “New Street Curb” in 
October, 1914, when the War broke 
out; stock exchanges closed; copper 
was unsalable around lic; moratoria 
held up payments on previous sales; 
and silver was sinking to the lowest. 
price in six thousand years recorded 
—— of the world. Those were dark 

days, indeed; darker than now by far. 

High 56 in early 1915 after exchanges opened. 


(Continued on page 673) 
655 











Railroad executives, if they are not 
Too 


already at their wits’ end, are 
Many _gradually being driven to it by the 
Cooks many schemes that have been sug- 


gested, or advocated as measures to 
relieve their difficulties and restore prosperity to the 
railroads. There are too many cooks stirring the 
broth, and most of them are so inexperienced they only 
succeed in muddying it instead of making it any clearer 
for them. In the meanwhile their systems are weaken- 
ing from starvation. 


Confronted with an emergency the like of which never 
has been witnessed before in the railroad world railroad 
chiefs pray for relief, and they are answered by the 
many cooks to wait with patience until they find out 
what is the matter, when they will provide a remedy to 
overcome their agues and chills. The labor board sits 
like so many Rip Van Winkles listening to testimony, 
telling how present wages can be maintained through the 
process of more economical management and more effi- 
cient operation. So important a factor as where reve- 
nues are coming from with which to meet high cost of 
operation appears to be the least cause for investigation. 
It is assumed that shippers can continue to pay present 
rates despite business’s inability to pay the big bill. 


The labor board has had an opportunity to prove it 
could function properly in a crisis, but has not fulfilled 
this expectation; rather has it shown that by its pro- 
crastination it has thrown a monkey wrench in the deli- 
cate machinery of our great transportation system and 
put it out of gear. 


What is needed now is quick action, immediate relief 
One of the cooks, who is himself a railroad man, and the 


head of an organization representing the insurance com- ° 
panies and banks, that hold a great volume of railroad 


securities, and who should realize how urgent it is for 
the railroads to be relieved, suggests that the manage- 
ment and operation of these properties be divided be- 
tween several regional boards, a semi-government own- 
ership idea, a long-drawn-out and complicated scheme, 
which can only retard rather than increase their effi- 
ciency. At this moment this is the least important con- 
sideration. It would take a year for such a plan to 
prove-that the railroads can make a dollar of expense 
for every dollar taken in as revenue, provide for in- 
terest charges and dividends without considering for a 
moment depreciation and deterioration of plant. To 
attempt this fanciful scheme of regulation and delay 
readjustment of operating expense to income invites 
the grave disaster of numerous receiverships. 


But the most fanciful scheme yet suggested for the 
relief of the railroads is the one proposed by Senator 
Lenroot of Wisconsin. His idea is for the Govern- 
ment to incorporate a national railway corporation, 








By THE OBSERVER 


having the United States Treasury guarantee such divi- 
dends as were not earned. What a hair-brained scheme 
his is can be easily surmised from the evidence at hand 
that the railroads are valued at over $20,000,000,000, 
which would call for an annual dividend at the rate of 
six per cent. of $1,200,000,000. The senator also pro- 
poses to divide the surplus profits over the six per cent. 
dividend into three parts, 30 per cent. to the Govern- 
ment, 30 per cent. to the stockholders and the remain- 
ing 40 per cent. to the railroad workers as a further re- 
ward to tempt them to an increased working efficiency. 


On this basis of calculation there would have re- 
mained from the best year in railroad earnings about 
$150,000,000 surplus earnings out of which the railroad 
workers would get for their share about $60,000,000, 
or an average of $2.50 extra a month for each. The 
senator thinks for this mite, not more than cigar money, 
he could induce railroad workers to remain contented, 
not ask for extra pay and work overtime so they could 
increase the efficiency of operation. His faith in human 
nature approaches the sublime. The taxpayers have 
already enough burdens without having them added to 
by the enormous annual deficit which would result 
from Senator Lenroot’s wild dream. 


All these cooks with so many recipes in their mind 
have overlooked the simplest remedy—and that is to 
make the present railroad dollar do what is expected of 
it, to pay the best wages possible, interest charges, and 
a fair dividend, to which capital is entitled. 


Senator Calder is to be encouraged in 
his sincere effort to alleviate the acute 
shortage of housing facilities. As an 
emergency measure to stimulate build- 
ing of dwellings his committee recom- 
mends various exemptions. They might bring relief, but 
every dollar saved in taxes through such favoritism adds 
to the taxes of other industries and individuals. There 
is one recommendation of Calder’s committee which 
is a good one. That is to remove from the national 
banks the restraint under which they now are in mak- 
ing real estate loans. This check lifted, and by allow- 
ing an attractive rate of interest on such loans, more 


capital could be induced to embark on building new 
dwellings. 


More 
Homes 


However, in the final analysis the quickest cure for the 
housing shortage is the decline in the prices of building 
material to a reasonable basis, and a similar readjust- 
ment in the labor engaged in building operations. 


This reallocation of expense is now proceeding at a 
rapid pace. The Lockwood committee, by showing 
up the illegal building material combine in New York 


City, has been no mean factor in helping along the re- 
lief. 














Instead of parleying with the niceties 


Down of diplomacy that tries to gloss over 
to the the sore spots our Secretary of State 
Root Charles Evans Hughes, with charac- 


teristic American frankness, proceeds 
to get down to the root of the differences between the 
Allies and Germany. After all, this is the best policy 
to pursue for the world gains nothing from doting upon 
the causes of a crime. 


Germany’s crime against civilization had been com- 
mitted and could not be condoned. For her guilt she 
must be properly punished. All these factors Secretary 
Hughes has kept clearly in his mind in the notes ex- 
changed with Dr. Walter Simons, the German Finance 
Minister, to whom he flatly announced that the United 
States stood firmly by the Allies in their determination 
to make Germany pay for the war to the limit of her 
ability. a 

The German minister sensed from the directness and 
brusqueness of our secretary’s language that the re- 
sponsibility for the war laid with Germany, which he 
readily admitted, thereby leaving nothing further open 
to discussion than the question as to the measure of her 
ability to pay. It is to determine that which is the 
next logical step that must be taken in order that the 
deadlock over the question of reparation between the 
Allies and Germany can be broken. 


To get at the root of this problem is essential and 
until it is reached no substantial progress towards re- 
adjustment in Europe is possible. Germany professes 
a willingness to pay the penalty to the limit of her 
ability, but confesses that the terms the Allies have im- 
posed on her nullifies her intentions. On the other 
hand, the Allies contend she is playing ’possum, and 
there they stand—unwilling to budge an inch. 


Secretary Hughes is in a position where he can make 
a high place for himself among the world’s greatest 
statesmen, if he can bring about an adjudication by a 
neutral power of Germany’s ability to pay to the limit, 
and when this is fixed to hold her to the judgment. He 
has already approached his problem with a clear mind 
and an unmistakable determination. He has pointed 
out the way to get at its root and it only now remains 
for the Allies to adopt it. 


Along the lines of the Edge law meas- 


Moving _ ures of relief are being worked out to 
Cotton — enable the Southern cotton planter to 
Crop market his crop. Towards that end 


there was held a conference in Wash- 
ington between leading representative bankers from the 
Southern States, Secretaries Mellon and Hoover and 
Governor Harding of the Federal Reserve Board. 
While no definite scheme has been evolved, a tentative 
foundation has been laid whereby the credit can be es- 
tablished with which the congested cotton crop could 
be moved. 


The proposal is a simple one. It is suggested that a 
sectional syndicate of bankers be organized, which will 
have the power conferred under the Edge act to issue 


bonds and sell them, the proceeds of which can be used 
to buy up the cotton, and resell it to Europe, our 
largest consumer of the crop, on long credit. 


It was pointed out by Governor Harding that the 
cotton crop could only be financed in this manner. The 
South is not troubled by overproduction; the main 
difficulty is that her customers for her cotton could not 
pay for it promptly and the individual planter himself 
could not finance any long period of payment for his 
product. 


One could own a ton of gold, but it would not be 
worth anything to him if he had no customers for it. 
This is somewhat the position of the South with her 
cotton. Europe cannot pay for it just now, but would 
take the crop if given time until she can again get on 
her feet. Through this form of co-operation as has 


_ been suggested at the Washington conference the credit 


can be provided out of the sectional investment capital, 
for it is Governor Harding’s belief that every section 
of the country attend to its own financing under the 
broad privileges granted by the Edge law. This can 
be done now that a way has been suggested under the 
auspices of the present administration. 


The same measure of relief provided for the South 
is available for the movement of other crops in other 
parts of the country. It is a simple and practical plan. 


The novel suggestion is advanced that 


The the Allies repay their debt to us with 
Allied |. bonds Germany may authorize as a 
Debt means of meeting her reparation dam- 


ages. Such a program may not meet 
with serious objection with us. It is realized that the 
Allies are in no position to pay cash now and hardly 
will be for a good many years to come. Even provid- 
ing interest due on our ten billion loan is a serious 
financial problem for them. 


Still, there is no disposition on the part of the United 
States to press the Allies for payment. The inclination 
is to have them take their time so long as there is rea- 
sonable assurance of the eventual payment of these 
obligations. 


While it may be acceptable to us to take from the 
Allies what German bonds they may want to hand over 
to us to wipe out some of their obligations, the Allies 
themselves may see in such form of payment a serious 
obstacle, for whatever bonds are authorized by the 
German Government they must be paid off finally 
through the profits German earning capacity can pro- 
duce and they would be in form of goods, which would 
find the readiest market among her creditors. 


Great Britain schooled in export trade may see in 
the scheme a danger of losing considerable trade were 
Germany more in debt to us than she is to her. She 
has sense enough to realize that the foreign trade of 


any nation runs usually along the same course that its 
bonded debt does. 


Such a contingency may knock this newest scheme of 
handling the war debt between the Allies and ourselves 
into a cocked hat when it is more fully considered. 
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HERE was little change in the 
| general status of the municipal 

bond market during the last 
week. A few new offerings of a minor 
nature made their appearance which 
may be interpreted as a sign of reviving 
activity to materialize a few weeks 
later. The season is progressing to a 
stage where outdoor work can be re- 
sumed to advantage and municipal im- 
provements which have been deferred 
for the period of the war are likely 
to be undertaken to some extent soon. 
The costs of materials and labor are 
also lower at this time than has been 
the case for many months and this is 
a removal of a part of the obstruction 
and objection to the building of exten- 
sive public works. A program which 
contemplates new building of any 
character naturally calls for a sizeable 
amount of financing and it is believed 
that public borrowing of a substantial 
nature will be apparent within a short 
time. 


Investment dealers are awaiting the 
advent of a new movement in the muni- 
cipal bond field with a good deal of 
eagerness. Credit conditions are show- 
ing a marked improvement and there 
should be a plentiful supply of liquid 
capital available for investment pur- 
poses in the near future. The Federal 
Reserve Banks as a whole are in a 
much stronger position than has been 
the case for a year and a half. The 
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gold reserve is not only higher, but 
note circulation has shown a decided 
decrease. The deflation in commodi- 
ties has released vast amounts of credit 
and this is not likely to be needed for 
commercial purposes. 


The readjustment has _ progressed 
rapidly and gone far up to the current 
stage to expect a halt. The process, 
however, has been thorough enough to 
expect no resumption of the inflation 
of a year ago even if a rally from the 
piesent level takes place. Therefore, it 
can be definitely assumed that money 
rates have passed the peak and should 
maintain the present level at least, ex- 
cept occasional flurries, with a very 
possible tendency downward. 








Weekly Investment Suggestions 
Long Term 


Issue Yield 
State of Maryland 4%s, 1933*.... 5.10% 
City of Jamestown 5s, 1933*.... 5.00 
City of Detroit 5%s, 1943*...... 5.10 
City of New Orleans 4%s, 1966.. 5.25 
Brown Co., Wis., 5s, 1940........ 5.40 

Short Term 
City of Bridgeport 5s, 1927*.... 5.25 
City of Yonkers 4%s, 1923*..... 5.25 
City of Boston 3%4s, 1923*........ 6.00 
City of Portland 5s, 1923........ 6.00 
Hidalgo Co. Texas, 6s, 1925...... 6.50 


*Legal 
State. 


Investment in New York 








Industry as a unit is displaying signs 
of taking on new life after the drastic 
period of inaction and decreasing values 
of the last several months. This in it- 
self means a return of investment con- 
fidence and a resumption of buying of 
good grade securities. 


The outlook, therefore, is a generally 
active market for municipals over the 
next few months accompanied by a 
rising price tendency. This conclusion 
is ,of course, barring unforeseen de- 
velopments. 


Some of the important offerings of 
the week were: 


State of Idaho 7s 

The State of Idaho has sold $1,250,- 
000 7% Treasury Notes, due March 1, 
1922, at a price to yield 6.15%. The 
general debt other than this issue is 
less than 3% of 1% of the assessed 
valuation and including these notes is 
less than 1%. Legal investment for 
savings banks and trust funds in New 
York State. 


State of Idaho 5s 
The State of Idaho has sold $308,- 
000 of 5%.% Improvement Bonds, due 


April 1, 1941, optional April 1, 1931, at a 


‘price to yield 5.30% to optional date and 


5.50% to maturity. The issue is legal 
investment for savings banks and trust 
funds in New York, Connecticut and 
other States. 


City of Corning 5s 

The city of Cornjng, New York, has 
sold $200,000 municipal 544% bonds, due 
serially each year from March 1, 1922, 
to March 1, 1960, at prices to yield 
from 5.50% to 5.00%. The City is sit- 
uated in the southern part of New 
York State about 10 miles west of 
Elmira. A number of industries are 
located there, among them the manu- 
facture of glass, pressed brick, tile, 
terra cotta, papier-mache and lumber. 
The city also has railway shops and 
foundries and is the center of the 
tobacco raising industry of the State. 
This issue is tax-exempt in New York 
State and legal investment for savings 
banks and trust funds. 


City of Rome 5s 


The City of Rome, New York, has 
sold $112,000 of 544% bonds, maturing 
annually April 1, 1931-41, at price to 
yield from $5.00% to 4.90%. Population 
26,341. The issue is legal investment 
for savings banks and trust funds and 
exempt from taxation in the State of 
New York. 


Teaneck Township 6s 


Teaneck Township, New Jersey, has 
sold $100,000 6% School Bonds, due an- 
nually, March 1, 1922, to 1941, at prices 
to yield from 6.00% to 5.60%. Assessed 
valuation $4,031,049, total bonded debt 
$292,500. The issue is exempt from ali 
taxation in the State of New Jersey. 


Province of Nova Scotia 6s 


The Province of Nova Scotia has sold 
$1,500,000 of 6% bonds, due April |, 
1926, at a price to yield about 7.63%. 
The bonds are a primary obligation of 
the Province. Nova Scotia is one of 
the oldest and most highly developed of 
the Canadian Provinces and its finances 
are so handled that the entire annual 
expenditures including all bond interest 
charges is adequately taken care of 
without a course to a provincial prop- 
erty tax. This issue is legal investment 
for savings banks in New Hampshire, 
Vermont and Connecticut. 

City of Schenectady 54s 

The City of Schenectady, New York, 
has sold $1,140,000 of 54%4% School bonds, 
due serially from 1922 to 1941, at prices 
to yield from 5.63% to 4.85%. 
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NTIL investors generally come 











to realize that even such an 
improbable thing as government 
ownership could not injure the status 


of railroad bonds it is unlikely that full 
appreciation of the investment value of 
such securities will find proper expres- 
sion in daily price quotations. 


Authorities agree that there is under 
way a quiet accumulation of railroad 
obligations, but they also agree that 
there is not that measure of public pur- 
chase which the factors in the situa- 
tion and outlook would justify. One 
more or less important deterrent is the 
showing of earnings for the railroads 
since and including January, and the 
nation-wide business depression which 
is the perfectly natural result of an 
entirely false business boom which had 
aroused enthusiastic confidence in the 
indefinite prolongation of inflation. 


On general principles, it would be 
folly to allow either business depres- 
sion, which must be considered some- 
thing of a blessing in disguise, or poor 
earnings statements to influence one’s 
position regarding the investment mar- 
ket in railroad securities. 

* *k * 


Must Use Discretion 


While it would be unfortunate to be 
swayed by pessimistic talk regarding 
the railroad situation as far as perfect- 
ly sound bonds are concerned, it would 
be well at all times to exercise discre- 
tion. It is true that, under the terms of 
the Transportation Act of 1920, the 
total interest charges on all railroad 
bonds are guaranteed more than twice 
over. It also is true that the property 
value of the railroads has been stated 
officially as almost double the total 
bond capitalization. 


But there will be a few roads which 
will have a low property value, and, 
consequently, a low earning power. 
Such roads are limited in number. In 
91 roads best known to the investing 
public, very few will fail to earn their 
interest charges from 1% to 2% times. 


When it comes to purchasing bonds 
with the above facts in mind, the in- 
vestor first must make up his mind 
whether he wishes safety in preference 
to income yield, or plain income yield 
plus possibility of wide apreciation in 
quoted price. If the former is pre- 
ferred, then the investor should turn 
to the high-grade issues which are 
selling close to par, where safety of 
principal and interest is pronounced. 
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Ill. Central, W. L. 4s, ’51 
Ill. Cent. Jt. 5s, 63 - 
Big Four Gen. 4s, ’93 














The Life of Yield 

The investor who is concerned most 
about the safety and high rating of 
his bonds will also be concerned, about 
the length of time during which he will 
be able to derive income on his invest- 
ment at a higher rate than the pre-+ 
vailing cost of borrowed money. He 
wii! realize that, in order to obtain the 
high rating and degree of safety which 
is attractive to him, he will be required 
to pay a premium for his bonds. In 
other words, while the greater per- 
centage of railroad bonds are absolute- 
ly safe, some are selling on a high in- 
come yield basis, while others are sell- 
ing much closer to par, and therefore 
on a lower yield basis. In the case of 
the former one is paying a high price 
for the measure of security demanded. 
We do not condemn such a purpose. It 
would suit the investor to whom in- 
eome yield does not mean a great deal. 
And, for this type of investor, we have 
selected three good bonds which seem 
to answer all requirements. 

* * * 
Ill. Cent. Jt. 5s, 1963 

In 1916, which was a year of rather 
high interest rates compared with those 
prevailing in more recent years, the 
Joint 5s of the Illinois Central were 
selling as high as 103%. Recently, these 
same bonds sold as low as 8&4, which 
placed them on an income yield basis, 
if held to maturity, of better than six 
per cent. Under the new conditions the 
road should be able to earn its fixed 
charges 2.22 times, which assures a 
substantial margin of safety for the 
bonds. The issue is a joint and several 
obligation of. the Illinois Central and 
the Chicago, St. Louis and New Or- 
leans Railroad and are secured by 
1,512.83 miles of road in addition to 
trackage and leasehoids. 

* * * 
Ill. Cent., West. L. 4s, 1951 

In 1910, the Illinois Central, Western 
Lines, 4s, due 1951, sold as high as 98, 
on a basis to yield a little better than 
4% to maturity. Purchased at recent 
market quotation of 71%, the bonds 
show a yield to maturity of 6.10%. In 
a few years, the bonds, by virtue of 
their high rating and the recognized 
quality of their security, will be selling 
on a basis close to that of 1910, when 
the cost of borrowed funds once more 
has come back to former levels. There 
are outstanding of these bonds $5,425,- 
000. They are a first lien on 142 miles 
from Dubuque to Iowa Falls, 75 miles 
from Cedar Falls, Ia., to the Minne- 
sota State line at Lyle, and the com- 








A Bargain 
Among Bonds 


Guardians, trustees, in- 
stitutions and other in- 
vestors who confine 
their purchases strict- 
ly to gilt-edged first 
mortgage bonds may 
have details of such an 
issue now obtainable on 
an 8% basis. $1,000 


denominations only. 
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Grain - Cotton 
Bought and sold 


on commission 


Extensive private wire system reaching 
the principai Grain and Cotton 
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A. A. Housman & Co. 


New Yerk Stock Exehange 
New York Cotten Exchange 
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New Yerk Produce Exchange 
Chicago Board of Trade 
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at or before maturity. 








25 year 8% Sinking Fund 
Gold Bonds. 


Price to yield about 


8.10% 


Circular on request for W-380 


The National City Company 


Main Office: National City Bank Building 
Uptown Office: Fifth Avenue and 43rd Street 
Offices in Over Fifty Cities 





Kingdom of 
Denmark 





gets 








Due 1945 


In $1,000 and $500 denominations. The Sinking 
Fund payments, as agreed to in the contract for 
this loan, are sufficient to redeem the entire loan 























pany does not pay the normal income 
tax. 
* * * 
Big Four Gen. 4s, 1993 

Under the new conditions, the C., C., 
C. & St. L. should be able to: earn its 
fixed charges 2.11 times, which would 
amply secure the senior bond issues of 
the road, as well as the junior obliga- 
tions. The general 4s, due 1993, in 1910 
were selling at 99%, and at a time when 
the road was not quite as highly de- 
veloped as an earner as it now is. The 
bonds cover the entire property of the 
_ company by a direct or collateral lien, 
with the exception of the Peoria divi- 
sion. At their recent price of 68, they 
show a yield to maturity of 5.98%. The 
Big Four, as the road is familiarly 
known, is looked upon as one of the 
most promising of the so-called second 
grade rails, and its performances of the 
past few years have been noteworthy 


because of ‘their showing of steady 
improvement. 

———_— Oo —— 

Kernels 


(Concluded from page 657) 


ruary 35,112,000 barrels against 37,- 
853,000 barrels for January and 32,723,- 
000 barrels for February 1920.— 

Coal—Price heavy. Production for 
week ended March 26: Bituminous 
6,412,000 tons against 6,506,000 tons in 
the preceding week and_ 11,014,000 
tons for the corresponding week in 
1920.— Anthracite 1,564,000 tons 
against 1,687,000 tons in the preceding 
week and 1,921,000 tons in the corre- 
sponding week of 1920.— 

Cotton—Irregular. New York spot for 
middling 12.05 cents against 1225 
cents in the preceding week.— 

Pig Iron—Slightly higher at $25.4 
Output for March 1,595,522 tons 
against 1,937,527 tons for February 
and 3,375,907 tons in March, 1920.— 

Steel—Dull and easy. Price for 8 prin- 
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cipal products $58.55 against $58.89 in 
the preceding week and $80.70 in the 
corresponding week of 1920.— 

Lead—Dull at 4.50 against 4.40 a week 
ago.+ 

Spelter—Unchanged at 4.70.= 

Copper—Firm and unchanged at 13 
cents.= 

Tin—Irregular at £152 10s against £156 
10s a week ago.— 

Sugar—Dull and weak.— 

Coffee—Easy.— 

Provisions—Active and weak.— 

Cereals—Weak.— 

Monetary Metals—Silver domestic un- 
change at 9914 cents== Foreign 57% 
cents against 57%4 cents in the pre- 
ceding week.+ Gold bars 104s 11d 
against 104s 6d a week ago.t 

U. S. Treasury purchase of silver to 
date 47,057,456 ounces.= 

Price Index—Bradstreet’s for 8 princi- 
pal food products $3.06 against $3.07 
in the preceding week and $4.87 in 
the corresponding week in 1920.+- 

Bonds and the Bond Market 

Bond sales for the week amounted to 
$49,400,000 against $79,687,000 for the 
corresponding week in 1920, a de- 
crease of $32,287,000.— 

Bond Market—Active and_ generally 
higher.+ 


Liberty bonds up. Foreign bonds 
steady. Tractions dull. Railroads 
firm. Industrials steady. Municipals 


firm.+ 

Important bond offerings of the week: 
City of Duluth, $350,000. Province of 
Nova Scotia, $1,500,000. State of New 
Jersey, $2,028,000. Winchester Arms, 
$7,000,000. Clinchfield Coal, $1,000,000. 
Standard Textile Products, $2,500,000. 
The Sun Company, $6,000,000. Ameri- 
can Glue, $1,500,000. New England 
Oil & Refinery, $3,000,000. The Cellu- 
loid Company, $3,000,000.—= 

Stock Market 

Sales for the week amounted to 3,055,- 

400 shares against 5,619,500 shares in 





the corresponding week of 1920, a 
decrease of 2,564,100 shares.— 


Sales for March totaled 16,272,000 
shares against $29,058,300 shares in 
March, 1920, and 21,917,400 shares in 
March 1919.— . 

Stock Market—Higher.+ 

Public Utilities—Dull and firm.+ 

Outside Market—Steady.+ 

Other Markets—Paris off— London 
up.+ Philadelphia, Boston and Chi- 
cago firm.+ 

Average price of 20 rails ranges from 
70.05 to 70.78 against 75.78 to 76.53 in 
the corresponding week in 1920.— 

Average price of 20 industrials ranges 
from 75.16 to 76.58 against 102.66 to 
105.45 in the corresponding week of 
1920.— 

Stock Dividends—Truscon Steel de- 
clares 50% on the common stock divi- 
dend.+ 

Dividends Decreased— American Beet 
Sugar, Habirshaw Electric Cable, 
Midvale Steel, Cluett-Peabody pass 
quarterly dividends. Kelly - Spring- 
field Tire omits quarterly dividend of 
$1 in cash on common.— 


Foreign Exchange and Conditions 

Foreign Exchange—Higher.+ 

Demand Sterling ranges from $3.90 to 
$3.92% against $3.9234 to $4.0434 in the 
corresponding week of 1920.— 

Canadian dollar ranges from 88.70 cents 
to 89.50 cents against 88.12 to 88.70 
a week ago.+ 

German marks, French and Belgian 
francs and Italian lire higher.+ 

Bank of England rate 7% unchanged.= 

Ratio of Reserve 12.27% against 
13.89% a week ago and 18.50% in 
the corresponding week in 1920.— 

Money and Banking 

Call money ranges from 7% to 5% 
against 8% to 6% in the correspond- 
ing week in 1920.4 

Time money ranges from 634% to 7% 
against 7% to 9% in the correspond- 
ing week in 1920.4 

Commercial paper ranges from 714% 
to 734% ‘against 7% in the corre- 
sponding week in 1920.— 

Bank clearings for the week $6,009,681,- 
025 against $6,256,545,000 a week ago 


and $8,865,816,583 in the corresponding 
‘week in 1920.— 


Federal Reserve—Ratio of reserve to 


liability 52.4% against 50.08% a week 
ago and 42.9% in the corresponding 
week in 1920.+ 
Trade 
Dun’s Failures for the Week—229 
against 309 a week ago and 128 in 
the corresponding week in 1920.+ 


Dun’s failures for the first quarter in- 
$178,589,989 against: 


1921 4,870 for 
1,677 for $29,702,499 in the first quar- 
ter of 1920.— 


Unemployment as of March 31 in- 


creases 1.5% over February 28 and’ 


2.5% over January 31.— 
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Dulness Rules the Market 


HESE proctracted periods of dulnes are rather trying; particularly so when 
one realizes that really constructive factors are present in the situation 


which should make for active public interest. 


While the uncertainties 


which have necessitated caution for the past several weeks have not been 
cleared away altogether, the situation is greatly improved. 

But it can be said without hesitation that there are many thingsethat are 
bad in the economic situation here at home, and Europe also is in a bad way. Just 
the same, the present is a proper time to buy good income bearing securities and 
to make some more speculative commitments in the rail and copper lists. 

The writer views the action of the market, and the factors to be observed, as 


a bull argument. 


It is believed that there are many good and sufficient reasons 


for storing up stocks in preparation for the long swing now; just as many as 


there ever have been or will be. 


Last week’s flurry in the copper stocks 
was treated with proper appreciation 
in limited quarters and with skepticism 
in the majority of cases. The outsider 
has been misled so often that he is 
rather timid. The reasons for confi- 
dence as to the future for the copper 
stocks are so many that they cannot 
be mistaken. The very worst in the 
industry has been reflected in the price 
for the shares and in the suspension 
and decreases in dividends. When the 
stocks are near or on bottom, is not a 
logical time to sell them, or to be fear- 
ful. It is a time to buy. At least that 
is the principle to which the really 
successful operators of the past have 
been accustomed to cling and be guided 
by. 


We will regard the coppers and the 


railroad stocks as among the most at-. 


tractive for the speculatively inclined. 
There are some industrials that offer 
what appears to be a very good op- 
portunity for the long swing as, for 
example, International Nickel, which 
should do well with the fall in com- 
modity prices and the consequent low- 
ering of the cost of production, or 
Westinghouse, and General Electric, 
which for reasons frequently stated in 
these columns, should be considered as 
on the eve of a long period of good 
profits and volume of business; also 
steel shares like Repfiblic Iron pre- 
ferred, or U. S. Steel common. 


It is rather amusing to note the 
change that has come over the para- 
graphers in the daily newspapers. Not 
long since they were terribly depressed 
regarding the railroad situation. They 
read the reports of the railroads show- 
ing deficits in operation despite the 
new freight rates. They saw the vol- 
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ume of traffic falling steadily. They 
could not find any betterment in the 
January and February showings over 
the showing for last August. That the 
two months never have compared fa- 
vorably with August, in any years, did 
not matter. Then there was the threat- 
ened trouble with the employes. That 
was considered a bear argument of the 
greatest seriousness. 


Now the paragraphers are admitting 
that railroad managers are voicing an 
improvement in sentiment as to the 
outlook and the ability of their com- 
panies to weather the storms that pre- 
viously had been regarded as fatal. 


Attention is being directed to the fact 
that in the middle of last month traffic 
began to improve and the daily average 
freight movement began to pick up. A 
glance at reports for the past twenty 
years will prove that something like 
the same sort of development has been 
quite common and was to be looked 
forward to last January. But the par- 
agraphers are inclined to see everything 
after it is past. They rarely see ahead 
of the present. Investors proceed much 
after the same manner. 


Summing up, we would venture the 
opinion that, with the steady improve- 
ment in the banking position, the easing 
of money, the betterment observed in 
the railroad situation, the shut downs 
of the copper producers, the protracted 
dulness in the stock market, the steady 
decline in commodities, and the gradual 
revival of business, we have full fac- 
tors with which to take a constructive 
position regarding the outlook. And 
these factors are as good as they ever 
have been preceding a major upward 
movement. The only disturbing ele- 
ment is the international situation. 
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Newsprint Paper 


We have specialized for 
many years in the financing 
of pulp and paper mills and 
offer their high-grade bonds 
and notes to yield from 7% 
to 8%. 
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Market Moderately Active 


MODERATELY active market prevailed for bonds during the past week, 
and prices generally were firm. There was a distinct tendency toward 


an upward trend, particularly in the railroad list. 


firm and steady, as were foreign issues. 


Liberty Bonds were 


The industrial group was quiet but there 


was no particular weakness displayed. Tractions were irregular. 
A noteworthy feature of the week was the tendency to move toward upper 
levels on the part of railroad obligations, which are legal for savings bank invest- 


ment. 


The appearance of these inquiries in the market is looked upon as promis- 


ing. Among the foreign issues that were noteworthy were City of Paris 6s, and 
Government of Switzerland 8s, which reached new high levels for the year. 
The week’s best performer in the traction group was Hudson & Manhattan 
adj. 5s, which displayed strength and moved upward easily. The present financial 
condition of the company and its consistent good earning power of late, were 
considered reasons for retaining confidence as is the permanency of the interest 


payments on these bonds. 


The weight of authority in bond cir- 
cles seems agreed that the gutlook for 
easing money rates is favorable and 
that the condition 


some weeks to come. 


will continue for 
Reflecting the 
falling in rates as last week drew to a 
close, the price list 


with 


was generally 


stronger well spread gains 


recorded. 


It was noted that there was a consid- 
erable demand for Japanese Bonds, 
which was stimulated by improvement 
in sterling exchange, the principal and 
interest of the Japanese obligations be- 
ing payable in sterling. However, some 
credit is due to the gradual recovery of 
Japanese industry and finance after the 
collapse of a year ago. 


Among the best bought semi-indus- 
trial, bonds were Westinghouse Electric 
7s, and Tel. & Tel. collateral 5s. The 
recovery in the stock market for cop- 
per shares was reflected in the bond 
list, the Cerra de Pasco 8s being note- 
worthy in this respect. 


The discussion of the outlook for in- 
vestments in the current issue of “The 
Financial World” is particularly inter- 
esting, not only because of its source 
of authorship, but because of its gen- 
eral expression of optimism. Such a 
view of the situation would be inval- 
uable to investors who are desirous 
of building their income. with some de- 
gree of assurance of permanency. 


We believe that in view of the pos- 
sibility that easy money will prevail 
for the next few weeks, the present 
price quotations for good railroad and 


industrial bonds affords a splendid op- 
portunity. 


In the March Federal Reserve Bul- 
letin the following rather striking sen- 
tence appears: “The improvement in 
banking outlook observed in former 
issues continued during the month of 
February.” 


To which may be added our own 
statement that each successive week 
adds to the story of improvement. 
in the quotations for investments be- 
fore long. 


In this connection it is interesting to 
note the really unusual attractive po- 
sition of certain railroad bonds of the 
so-called lower grade. A _ few illus- 
trations are offered for the benefit of 
readers, 


Baltimore & Ohio conv. 414, due 1933, 
which in the past 10 years have sold 
as high as 98, at this writing are sell- 
ing at the ridiculously low level of 64. 
We believe that under the new condi- 
tions the outlook for this road is very 
bright. Opportunity to purchase these 
bonds at such a price is not to be 
passed up. 


Chesapeake & Ohio 414s, due 1930, are 
selling now around 75, which is too 
low for such a well-secured obligation. 
In the last ten years the high price 
was 97. 


St. Louis Southwestern 4s, due 1989, 
since 1910 have sold up to 93, yet to- 
day are to be had around 66. These 
bonds in the course of time should 
become a high-grade or prime railroad 
obligation. The present price is a pur- 
chase level. 
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Increasing Activity; Firmness 
N the past few weeks the market for public utilities, both listed and un- 


listed, has been anything but satisfactory to those who have been con- 
vinced that the outlook -for the companies is such as to justify 


considerably higher prices for the shares. 


But last week there developed 


an appreciable activity in contrast to previous records. 


At mid-week demand was good and trading was pretty weil scattered 
over the list. It was noted, however, that the effect on quotations was not 
particularly pronounced. The nature of the trading, however, did result in 
making quotations more real than nominal. 


The securities of American Gas & Electric, American Light & Trac- 
tion, Standard Gas & Electric, Commonwealth Power, and Southern Cali- 
fornia Edison were outstanding in point of public preference. Cities Service 


securities were quiet most of the time. 


Reports from every part of the 


country indicate that electric light and 
power companies, gas and telephone 
companies, as well as traction enter- 
prises, all are being severely strained 
by the increasing demand upon their 
facilities. It is observed that the public 
service corporations have a problem on 
their hands, inasmuch as with their 
present equipment they do not seem to 
be able to provide service to their cus- 
tomers promptly and to the fullest 
extent demanded. 


Since 1916 the Public Service Cor- 
porations have been on a rather insuf- 
ficient diet, but adversity for the 


ordinary business seems to be working 


for the benefit of the public utility en- 
terprises, inasmuch as the lowering of 
the cost of commodities is enabling the 
public service company to produce its 
product at a lower cost. It requires no 
elaborate explanation to impress upon 
the student of the markets the fact 
that lower costs of production must 
invariably result in added profits on 
capital employed. 


Now we come to the question of how 
the public utilities will be able, in view 
of the greatly stimulated demand upon 
their facilities, to place themselves in a 
position to properly conduct their busi- 
hess to meet existing and future de- 
mands. 


It is estimated that new capital re- 
quirements might be placed at not be- 
low $500,000,000, and might run very 
close to $1,000,000,000. It is only by the 
flow of new capital into utility securi- 
ties that needed funds can be obtained. 
The steadily improving character of the 
earning statements of the companies 
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leads one to believe that the possibility 
of obtaining the required funds for im- 
provements and extensions will be 
facilitated. It is admitted, however, 
that the credit of the companies, as a 
whole, has not yet come to the point 
where net earnings can be said to be 
sufficiently favorable. This point, in 
the opinion of experts, is not far 
distant. 


It is interesting to note, while on the 
subject of the needs of the public serv- 
ice corporations, that requirements for 
copper alone would quickly eat up all 
surplus of the metal in the United 
States, and necessitate the operation 
of mines and smelters to full capacity 
to replenish the reserve supply. An 
authority on the subject has stated to 
“The Financial World” that urgent re- 
quirements on the corporations in the 
way of electrical equipment would, if 
they were able to buy, almost at once 
put on full time for a long period all 
of the great electrical manufacturing 
establishments in the country. 


Were increases in rates, which are 
required to restore general credit, put 
into effect, it is pointed out, the com- 
paratively small additional expense to 
the consumers would be absorbed many 
times over by the consequent livening 
up by the industrial situation. It seems 
to be reasonable to conclude that the 
masses of the people who are induced 
by the agitation of persons, unfamiliar 
with the real facts, to oppose increases 
in public service rates would be but 
increasing difficulty for themselves, and 
producing to a period of slack time, an 
idleness in industry through which ‘mil- 
lions of dollars in wages would be lost. 


| 














WATER POWER 


Water power is conceded to be the 
greatest and most important of all our 
natural resources and the only one that 
is absolutely inexhaustible. 


We have prepared a circular describing 
the securities and properties of sev- 
eral of the largest and most important 
of the water power companies of this 
continent and shall be pleased to send 
a copy upon request. 


Write for Circular No. 1583 


Spencer Trask & Co. | 


25 Broad Street, New York 
Albany Bosten Chicage 
Members New York and Chicago Stock Exchanges 

















STANDARD 
O 


STANBDAED 635 
OIL Co. PAR VALUE 
(INDIANA) STOCK 


L 
ISSUES 


CARL H.PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 
' Phones: Broad 4860-1-2-3-4 25 Broad 8t., N. Y. 














Babcock & Wilcox 
Crowell & Thurlow S. S. 
Garland Steamship Co. 
Imperial Tobacco Co. 


BRISTOL & BAUER 


120 BROADWAY NEW YORK 
Phone. Rector 4594 


























C.W. Pope & Co 


25 BROAD STREET NEW YORK 


As developments warrant, we prepare . 
special letters concerning the various 
unlisted issues. They appear about 
once a week and will be mailed on 
request. 

Correspondence solicited; it will re- 
ceive personal and detailed attention. 


NO MARGIN BUSINESS ACCEPTED. 














CITIES SERVICE CO. 


BANKERS SHARES 
Pay Monthly Dividends. Yield 14% 
Company has been consistent dividend payer for 
: ten years. 
Write for earning statement. 


NICHOLAS AYRES & CO., Inc. 


Stocks & Bonds 
2 Rector St., N. Y. Tel: Rector 2083 








Quarterly dividends at the rate of 


$8.00 Per Share 


are i on the preferred stock whieh we 


are for sale. If your money isn’t earn- 
ing 8%, send for our circular P. B. & P. 
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The Situation 


' HE Canadian stock markets in 
the past week or so have been 
under the influence of current 
events, which traders have seen fit to 
interpret as unfavorable. The psy- 
chology of the habitue of the Street 
always is peculiar, and in times of more 
or less painful readjustment, which are 
the result of over-enthusiasm during 
boom ‘periods, this phase is always more 
pronounced. 


The annual statement of Canadian 
Merchant Marine, as well as the finan- 
cial statements of the government 
owned, and operated, railroads, have 
acted as a dominant influence. Their 
showing of deficits is beginning to get 
on the nerves of the financial and busi- 
ness districts, and this factor, as much 
as anything else, stands in the way of 
any real resumption of confidence in 
the stock markets. 


The predicted estimate of govern- 
ment railway deficit of $50,000,000 has 
become one which officials admit must 
be changed to double that amount. The 
Street is beginning to suspect that when 
the final and complete returns are re- 
ported, the amount will be even over 
$100,000,000. On top of this is the admis- 
sion of a government steamship deficit 
of $19,000,000. What the results of 
operation in 1921 will be, none have the 
temerity to predict, but the purely pes- 
simistic assert the deficits will continue 
to grow from year to year unless 
something is done to prevent. 


Almost the only stock to show any 
consistent strength since last Decem- 
ber’s decline is Dominion Textile. On 
the year end break this stock declined 
from a high of 146 to 9614, but since the 
first of the year the price has gradu- 
ally advanced until the stock was car- 
ried to 121. There was no particular 
volume of trading, which leads many 
to believe that the strength is inherent 
and quite material. 


In banking circles, while savings de- 
posits continue to pile up, and call 
loans shrinking, there is as yet no dis- 
position to offer large amounts of 
money for uses in the Street, and coin- 
cidently the Street is not pressing hard 
for loans. 


PULP AND PAPER 
A well-known Montreal financier, 
whose opinions it has been customary 
for people to look upon with interest 
and reliance, ridicules the idea that the 
pulp and paper industry is on thin ice, 
as some people aver. 
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“If the pulp and paper industry is 
shaky,” says this man, “then there is 
nothing in Canada that is substantial, 
and all talk of a glorious destiny is 
buncomb. The recent decline in the 
prices of stocks of this industry have 
been merely a passing phase.” 


“The pulp and paper industry is nat- 


ural to Canada and is a big industry.’ 


Next door to Canada is the greatest 
market for pulp and paper. The indus- 
try proceeds, and needs no bounties and 
no subsidy. The industry has no arti- 
ficial aids, and is on a solid foundation 
if the government will keep its hands 
off and neither help nor hinder it, the 
puip and paper industry will help the 
country over whatever thin ice there 
may be in the coming years.” 


STEEL OF CANADA 
Profits of the Steel Company of Can- 
ada for the year ended December 31, 


but it was deemed advisable, in view of 
current business conditions, to conserve 
the liquid position of the company. 
The Street is of the opinion that the 
new dividend rate will prevail for some 
time. The market course of the stock 
since the announcement indicated that 
the action of the directors was pretty 
well discounted. The stock sold as high 
as 87 last year, and about a month ago 
was forced down to 33. It is now quot- 
ed around 40. 


CANADIAN BANKS 


It always is important, when the in- 
vestor is seeking to estimate the value 
of investments, whether in his own or 
a foreign country, to find out what the 
banking position is. For this reason 
your correspondent wishes to draw at- 
tention to the progress being made in 
Canada where the banks have con- 
tracted loans and fathered the steady 








Position of Canadian Banks 
Current Loans 


and Discounts 
in Canada 


1 257, 015, 902 
1 "322, 267, 030 
1,347,238,230 
1,349,079,981 
1,365,151,083 
1,377 ,276,853 
1,385,470,153 
1,417,520;756 
1,405,401,227 
1,357,973,118 
1,301,804,342 


1920 
January 
February 


September 
October 
November 
December 


Deposits in Canada 
Demand Savings 
$621 ,408,024 $1,163,297,037 
620,069,555 1,187,027,307 
657,412,028 1,197,719,570 
652,918,760 1,209,573,990 
645,957,229 1,229,073,515 
659,622,583 1,243,700,977 
639,415,025 1,253,170,443 
640,361,707 1,261,647,732 
677,286,905 1,270,194,097 
687,651,781 1,271,275,751 
686,754,094 1,292,009,008 
657,496,742 1,293,007 ,488 








1920, after deduction of charges, and 
providing for inventory reserve and in- 
come tax, amounted to $3,924,041, com- 
pared with $4,000,940 in 1919. There 
was available for dividends $1,855,404, 
compared with $2,382,171 in the previous 
year. There was a surplus balance for 
the year of $595,663, compared with 
$872,430 in 1919. Added to the previous 
surplus the total profit and loss surplus 
at the end of the year was $8,740,965. 
Net working capital was $10,670,924, 
compared with $11,197,595 in the pre- 
vious year. The stock is selling around 
$60, ex-dividend. 


ABITIBI POWER 

Directors of Abitibi Power & Paper 
Company have reduced the quarterly 
dividend distribution from $1.50 to $1 
per share, which means a reduction of 
50 cents per share from the usual divi- 
dend rate. Following the action, the 
directors issued a statement that while 
the dividend was on a lower basis, 
earnings for the current quarter war- 
ranted a, larger dividend distribution, 


growth of deposits as a necessary part 
to the business of completing deflation. 

Before citing the statistics, it may be 
pointed out with effect that the process 
of liquidation is one which must before 
long find reflection in lower interest 
rates, and that is the thing the investor 
is waiting for and hopes to benefit 
from. 

A feature of the Canadian banking 
situation which is one of the utmost 
importance, as it speaks well for the 
solidarity and elasticity of the system, 
is the fact that the rates charged by 
Canadian banks for accommodations 
have remained almost stationary 
through all the period of inflation and 
deflation, and now are lower than 
those in force in any of the financial 
centers of the United States and 
Europe. 

Now for statistical facts. By the 
close of 1920, the conservative, yet 
flexible, policy of the banks had re- 
duced current loans and discounts by 
about $150,000,000 from their peak in 
the previous October. 
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SMALL LOTS 
\ CCORDING to the records of rail- 


way companies, there has been 
a tremendous increase in the 
number of holders of small lots of rail- 
road securities, in the past two or three 
years, when prices have been at low 
record levels. The transfer offices of 
many of the companies show hundreds 
of new names added to the stock books, 
each one carrying from 5 to less than 
25 shares. This distribution of the 
ownership of the American railroads 
is most gratifying. Leaving aside all 
of the unpleasant showings in the cur- 
rent railroad situation, the present, or 
prospective owner of railroad securities, 
can look forward with a greater degree 
of confidence than has been possible 
for some time, to the renewal of ac- 
tivity in the stock market for railroad 
shares. The underlying trend of shares 
recently has been indicative of a 
strengthening which may be preliminary 
to a major movement. Numerous rail- 
road dividend paying stocks are on 
the bargain counter. On former oc- 
casions we have emphasized the attrac- 

tiveness of rail securities. 

—o—— 
C. & E. I. SALE 

The Chicago & Eastern Illinois Rail- 
ways, which has been in the hands of 


- receivers since May, 1913, was sold at 


foreclosure proceedings in Danville, 
Illinois, last week. Attorneys repre- 
senting the reorganizers of the road bid 


in all parcels, with the exception of that 
covering the line from Momence, IIli- 
nois, to Brazil, Indiana. 

The reorganization plan, as ratified, 
calls for a stock assessment of $30 a 
share, which may be paid in instal- 
ments, first of $5 payable before April 
30. The new bonds issued at par to 
the amount of the assessment are dated 
May 1. Stockholders paying the as- 
sessment will receive 100% new com- 
mon stock and new general mortgage 5s 
‘of face value equal to 100% of the as- 
sessment. 

———— 


THE RAILROAD’S DOLLAR 

A comprehensive idea of the heavy 
burden which increased operating 
costs have placed upon the railroads in 
the last two or three years is to be 
gained from an illuminating tabulation 
prepared by the Liberty National Bank 
of New York, which table appears on 
this page. The tabulation is based on 
the returns of all Class I railroads. It 
has been estimated by some authorities 
that the labor cost now takes more than 
57.8 of the total operating revenues. 
According to figures given out by the 
Association of Railway Executives, the 
total payroll of the carriers is increased 
to something like $3,600,000,000 in 1920 
as compared to $1,735,482,000 in 1918, 
while the dividends, or compensation 
to capital has decreased to $278,000,000 
in 1920 as compared to $320,395,000 in 
1917. 








Spending the Railroad Dollar 








Item 1917 1920 
Total operating revenues (less uncollectable)............. 100.0 100.0 
Charges against operations: 
ee a I aid w Sa ewe ee 43.3 57.8 
SECC LEO AOE AI PTT TEI 10.0 10.4 
Other expenses, materials and supplies, etc............... 17.2 25.3 
es a uke Kew Rede awe aans bentne 5.3 4.6 
Equipment and Joint Facilities—net rents................. 09 767 09 99.0 
Net callwAy GOOPTAHRR INCOME... ...ocsccceccccescccccsccccs 23.3 1.0 
Deficit to be made up by Government under guarantee . aye 12.1 
Net income from other sources than railway operation (non- / 
operating imcOMe) 2... ..ccccceese RANI R AEE SE TR 5.8 4.7 
Gross Income available for capital..............cceccceces 29.1 17.8 
Capital Charges: 
I ES ih wo x Rhnaie www nce edhe 3.3 2.0 
i Ni aes i ati cai who Kees 10.4 7.6 
SENSE RS BE OECIE AOE REN SRE 0.6 3.6 
Dividends declared (from incomé and surplus)............ 60 23 45 7 
Remainder of gross income available for betterments, re- 
eke a ketal sea nkns baie mas cee es 6.8 0.1 
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r* many cases funds 
derived from ma- 
turing obligations can 
be re-invested at a 
higher rate of interest. 


We shall be pleased 
to make specific sug- 
gestions for the re-in- 
vestment of such funds. 


Write to Department 
“H” for Suggestions. 


Merrill, 
Lynch 
& Co. 
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120 Broadway 
New York 
Members New York Stock Exchange 

















YOUR MONEY 


is increased by your savings, but 
itis multiplied by your investments. 


You can start investing today. We 
specialize in selling small lots of stock 

ther outright or on margin. 

It is worth your while to investigate 
> method. Booklet F.W. explains it 
ully. 


WRITE FOR IT TODAY 


(HisHoLM & (HAPMAN 


Members New York Stock Exchange 
71 Broadway New York City 
Telephone: Bowling Green 6500 











WEISSENFLUH & Co. 
Investment Securities 


Specialists in the local securities 
ef Northeastern Pennsylvania 
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PROCTER AND GAMBLE CO. 


Commen and Preferred 
Stocks 
Bought—Sold—Quoted 
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THE TOBACCO STOCKS 


HE weakness of the stocks of 
American Sumatra last week, 
and the activity of the rumor 
mongers anent the possibility of divi- 
dend reductions, have served to draw 


attention to the outlook for the 
tobacco securities as a whole. 


Some authorities are taking a rather 
pessimistic view of the entire tobacco 
situation, holding that conditions will 
compel a large shrinkage of profits and 
considerable reduction in the price of 
finished products. But the weakness 
of such interpretation lies in the fail- 
ure to recognize that there must be 
clear definition between the producers 
of raw tobacco, and the producers of 
finished products. 


In the case of the former, it is ad- 
mitted that the outlook is poor. The 
average price of farm tobacco at this 
writing is around 14c., which compares 
with a price of 19%c. in December, 1920, 
and 39c. in December, 1919. 


In sadeovetion to estimate the possi- 
bilities in the future for American Su- 
matra, for example, one must take the 
foregoing drastic fall in the prices for 
raw tobacco into consideration. It 
would be foolish to depend upon the 
earnings of last year, and of the pre- 
ceding year, as a criterion. They were 
extraordinary because the prices for the 
company’s product were abnormal. 
With those prices shaved, it is obvious 
that profits must decline proportionate- 
ly. And as the long pull possibilities 
for any security must depend first and 
last upon the value of the security as 
an earning proposition, the future for 
Sumatra would not seem to justify any 
great degree of optimism. 


Then, also, the cash position must 
be taken into consideration. The net 
current assets of the company for 1920 
were nearly five million dollars below 
those of the preceding year. And the 
net quick assets were a little more than 
3 million dollars. In contrast, the 
American Tobacco Company closed its 
1920 year with a strong. cash position, 
net quick assets being more than $9,- 
000,000, and net current assets were 
$92,754,231, as compared with $84,112,- 
423 at the close of 1919. Liggett and 


Myers showed net quick assets at the 


close of last year as nearly 15 million 
dollars, and net current assets were 
around 10 million dollars in excess of 
the net for 1919. 


American Tobacco preferred seems to 
be entitled to recognition for its invest- 
ment qualities, while the common has 
certain speculative attractiveness. Lig- 
gett & Myers appears to possess very 
attractive possibilities. 


It does not seem that the outlook for 
the manufacturing tobacco companies 
can be compared with that of the pro- 
ducers of raw products. In the former 
case, it may be pointed out that these 
companies should do well even in pe- 
riods of falling wages and commodity 
prices. Few care to go without their 
weed, even though income is reduced. 
And the fall in commodity prices leaves 
just that much more in every earned 
dollar for the enjoyment of one’s fond- 
ness for the luxury of commune with 
Lady Nicotine. 


The fall in the prices of raw mate- 
rials must, of course, have an opposite 
effect on the manufacturers. Instead 
of shaving profits, it would have a ten- 
dency to increase them, or at least to 
keep them well up to normal, and suf- 


‘ficient to continue payments of divi- 


dends. 
—o—— 


THE COPPERS 

The sensible policy of the copper 
companies in shutting down production 
until the surplus stocks on hand are 
sold and the price of copper metal im- 
proves, is begining to show itself in 
the better tone these shares have dis- 
played recently. For the first time in 
a long while sentiment has improved 
towards this particular class of securi- 
ties. 

—o——_ 
U. S. INDUSTRIAL. ALCOHOL 


Last year’s earnings of the company 
show up favorably. The year’s surplus 
was $13,364,784, or equivalent to about 
$11.75 a share. There would be much 
more confidence, however, in the future 
of the stock were the management more 
specific on the subject of its present 
business and what it is really doing 
with the number of new ‘processes 
about which there has been consider- 
able publicity, but very little in detail. 
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falo, Rochester & Pittsburgh 

Railroad seems high when it is 
measured on a per mile basis, but under 
really normal conditions the company, 
in the past, has been able to earn a 
substantial net income. Basing the es- 
timate on per mile of road, the stock 
outstanding amounts to $28,439 per mile, 
or 37% of total capital, and $49,595 per 
mile, or 63% of total capital... The 
average net income on the net capital 
in the past 10 years has been 7.3% 
which speaks well for the management 
and operation of the property. The 
average for the past ten years of mar- 
gin of safety for the preferred 6% 
stock was 68%. The margin of safety 
for the common, 50%. 


ih HE total capitalization of Buf- 


Both gross and net revenues in 1919 
suftered a sharp decline, but the govern- 
ment guarantee enabled the company 
to continue the usual dividend pay- 
ment, leaving a substantial surplus. Un- 
der the new conditions, with improved 
freight and passenger rates, it is not 
likely that the company will have any 
dificulty in coming years in reporting 
earnings, for its stocks are equally as 
good, if not considerably better than in 
the past years. 


Taking as a basis for computation 
the tentative valuation of B. R. & P., 
under the terms of the Transportation 
Law, the road should be able to earn 
its fixed charges 1.76 times; and should 
earn its preferred dividend nearly twice 
over and should be able to show nearly 
12% earned on the common stock. 


B. R. & P. is one of the few small 
railroads in the country which operates 
in trunk line territory. It primarily is 
a coaler, and for this reason may not 
be expected to advance in point of earn- 
ings in a manner comparable to some 
of the Westerly or Southwestern rail- 
roads. The management in the past 
has been conservative and whenever 
there has been any improvement in the 
bituminous coal industry the road has 
been extremely prosperous. 

Merger Possibilities 

Since the new freight rates went into 
effect, B. R. & P. has given a very good 
account of itself. In fact, in the past 
12 months the earning capacity has 
been showing steady improvement, 
which has resulted in considerable con- 


fidence regarding the future of the 
property. 


It will be remembered that in Octo- 
ber, 1920, it was rumored in the Street 
that there was in contemplation a mer- 
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ger of this road with Delaware, Lacka- 
wana & Western, and when official 
confirmation was sought, the rumor was 
denied. The Street based its accept- 
ance of the truth of the story on the 
fact that the company had been dem- 
onstrating an exceptionally good earn- 
ing power and also was convinced that 
the consolidation with Delaware, Lack- 
awana & Western would work to mu- 
tual advantage. 


It has been mentioned frequently in 
“The Financial World” that one of the 
speculative ingredients in the next ac- 
tive bull market will be the talk of 
possible mergers or consolidations un- 
der the terms of the Transportation 
Act. Of course, such combinations of 
transportation facilities as may be con- 
templated must first find approval with 
the Interstate Commerce Commission. 
At the present time an exhaustive plan 
is being shaped with a view to narrow- 
ing the number of operating companies 
within a limited sphere according to 
districts. It might be that the com- 
mission would consider B. R. & P. a 
logical member of the D. L. & W. fam- 
ily. Should it so order, the latter would 
proceed to arrange terms for absorp- 
tion. In anticipation of any such move, 
it is conceivable that a considerable 
stock market activity would ensue. 


Whether or not there should again 
be official denial of a possible combine 
of these two railroads, once renewal 
of real activity in the railroad list has 
come, the speculative fraternity is apt 
to seize upon the possibility as mate- 
rial for their operations. 


Earnings 


According to reports to ie com- 
mission, total gross revenues for 1920 
of B. R. & P. was $21,712,290, which 
compares with $13,955,592 for 1919. 

A comparison of the net operating in- 
come is very interesting. The net earn- 
ings for the 12 months ended Decem- 
ber 31, 1920, totaled . $4,400,932, which 
compares with a net for 1919 of $2,043,- 
643. 


Conclusions. 


The stocks of B. R. & P. are rather 
inactive and somewhat closely held. As 


straight investments the two guaran- . 


teed stocks of the company are rated 
very high as gilt edged business men’s 
investments. These are (1) Alleghany 
& Western Railway 6% stock; (2) 
Clearfield & Mahoning Railway 6% 
stock. 


The preferred stock enjoys a high in- 
(Concluded on page 678) 
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To Investors 
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A ceNTuRY AGO it was difficult 
for any investor to purchase 
many safe and well protected 
stocks or bonds. The list to 
choose from was very small, and 
the good ones were few and far 
between. 


Nowapays, MANY THOUSAND issues 
of bonds and stocks, of every 
degree of security, can be pur- 
chased in any of the financial 
markets. But with the increase 
in quantity, the difficulties of 
selection have equally increased. 


Whrrsour ivestication, there is 
risk in buying any investment 
security. We do not buy shoes, 
or clothes, or jewelry, or auto- 
mobiles, or houses without ex- 
amination. Ifa merchant, we do 
not give credit without ascer- 
taining the rating of the buyer. 
If a bank, we do not buy paper or 
make a loan without knowing 
the rating of the <pplicant. 


Nor sHoup ANINVESTOR purchase 
any bond or stock until he has 
ascertained the rating on that 
bond or stock. It is just as fool- 
ish to buy or own a security 
without knowing its rating, as it 
is to buy a horse without looking 
at its teeth. 


‘THERE ARE ABOUT 50,000 different 
issues of bonds and stocks which 
are quoted in the American fi- 
nancial markets, and you can 
ascertain the investment rating 
of any or all of these different 
issues if you wish, 


Let us tell you something about 
our system of investment rat- 
ings, which are used by thousands 
of American investors. 


Moody’s Investors Service 
JOHN MOODY, President 


35 Nassau Street New York, N.Y. 
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Current Affairs 


The leading article in this week’s issue 
of our Market Review deals with the 
railroad situation—the most important 
problem confronting the country today. 


It discusses various phases of the bur- 
den under which the carriers are now 
operating and other matters of timely 
interest concerning the railroads. 


Ray Consolidated 


A comprehensive analysis of the 
copper industry with special 
reference to favorable factors 
surrounding Ray Consolidated 
is another feature. 


The Market Review also con- 
tains information regarding a 
number of other stocks, includ- 


ing: 

U.S. Realty 
Guffey-Gillespie 
Island Oil 
National Leather 
Allied Chemical 
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application. 
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ADOPT AT ONCE AND HOW 
WE CAN HELP YOU 


is outlined in our free twenty-page book- 
let. Page 4 contains a diagram which 
shows you clearly the steps you must 
take to successfully attain Financial In- 
dependence. 


The diagram on Page 5 may prove the 
turning point of your whole life. 


A prompt request fer this treatise brings 
immediate response. Ask for a copy of 
FW-A-11 
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HE importance of selection is be- 
ing stressed by all conservative 
and authoritative commentators 
on the present investment situation. 
One review which has come to the at- 
tention of “The Looker On” and which 
is widely read as being representative 
of thoroughly informed opinion, re- 
marks that from now on by far the 
most important consideration in the 
handling of investments will be the se- 
lection of stocks rather than the trend 
of the market. 
* * * 


This department is in receipt of a 
very interesting treatise which it seems 
should be of considerable importance to 
investors at the present moment. It is 
published by Johns Hopkins University. 
The author is Kemper Simpson, Ph. D., 
and the subject or title of the brochure 
s “The Capitalization of Goodwill.” 


Dr. Simpson, in a comprehensive and 
illuminating fashion, has treated with 
phases which “The Looker On” ven- 
tures to remark have not been given 
the slightest thought by the average 
investor who today is on the outlook 
for sound investments. 


Here is an example of one opinion 
set forth in Dr. Simpson’s study: 


“As investments, the first preferred 
stocks have proved their value. The 
same, however, cannot be said for the 
majority of the common stocks.” 


Reference is made to the corporations 
which have made their appearance in 
the past decade and which originally 
were private businesses begun in a 
small way and fater, to permit of ex- 


pansion, became incorporated on a 
larger scale. 
* * * 
Ordinarily, says Dr. Simpson, the 


issue of preferred stocks in the past 
decade in connection with reincorpora- 
tions and promotions of consolidations 
had one of three purposes: 


(1) The withdrawal of the owner’s 
capital. 


(2) The acquisition of working capital 
for the expansion of the business; and, 


(3) The liquidation of the indebted- 
ness of the business. 


A table is presented, showing forty- 
six industrial corporations with capital- 
ization, ratio of tangible assets to pre- 
ferred stocks, the amount of common 
stock authorized, and the probable earn- 
ings on the latter after the deduction 
of preferred dividends from net profits. 
The table includes five rubber com- 


panies, four automobile and six agricul. 
tural implement companies, four, five 
and ten cent chain store companies, one 
canning company, one can making com- 
pany, three manufactured food products 
companies, twelve clothing manufac. 
turers, two mail order houses and four 
miscellaneous companies. 


* * * 
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The table shows that the average of “ 
ratio of tangible assets to preferred 
stocks for the forty-six companies was 
1.39, or, in other words, the amount 
of preferred stock was about seven- 
tenths of the tangible assets. The aver- 
age percentage earned on the common 
stock was about 9.7. 








Another important revelation in con- 
nection with the table mentioned was 
that some of the most important of the } 
common stock issues which were re- 
leased by the owners and sold to the 
public were the least conservatively 
capitalized. 











It will be interesting for investors to 
go back to the inception of such com- 
panies as Loose-Wiles Biscuit, Maxwell 
Motor, Kelley-Springfield, Studebaker, 
Owens Bottle, and such companies, and 
ascertain the real nature of their advent 
as appeal for investment of capital. Dr. 
Simpson places the facts in a graphic 
way for thoughtful study. 


* * * 









Speaking of the payment of common 
stock dividends in the past decade by 
the companies analysized, Dr. Simpson 
refers to the interesting relation be- 
tween capitalization and these dividends 
by a comparison of Woolworth and 
Kresge. 










Woolworth, he asserts, at the outset 
had a much less conservative preferred 
issue than Kresge but a much more 
conservative one. Even though the 
earnings of Kresge advanced as rapidly 
as those of Woolworth and at certain 
periods much more rapidly, Woolworth 
paid much more in common stock divi- 
dends. Kresge put all surplus earn- 
ings back into the business and as a re- 
sult showed a much more remarkable 
expansion than Woolworth. From the 
point of view of the common stockhold- 
er, says Dr. Simpson, the Woolworth 
method of financing was more advan- 
tageous, but the Kresge method led to 
safer and better results. 



















The book, including Appendix, covers 
about 101 pages. But, as a really im- 
portant and in many ways novel pres- 
entation of important phases the book 
is both interesting and instructive. 
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portion of industrials, Worthington 

Pump & Machinery was forced to 
report its manufacturing profit sub- 
stantially reduced. In fact, it was vir- 
tually cut in’ two, when compared to 
the preceding year. Notwithstanding 
this fact, however, the company man- 
aged to make a commendable showing. 


I: 1920, in common with the major 


Unlike so many industrial corpora- 
tions, Worthington Pump last year did 
not increase materially its floating debt. 
Its well-directed financial policy left it 
with assets well conserved at the end 
of a trying period, and the thorough 
organization of its plant and production 
facilities has left it in a position to take 
advantage to the full of a general busi- 
ness revival, 


§ The Quick Assets: 


These are times when dollars count. 
For a long time the country has given 
too little attention to making them 
count. Money came easy, and went 
easy. And, in consequence, there are 


a great many corporations, as well as-° 


individuals, who are in either a pre- 
carious position, or are handicapped 
and weakened by lack of proper con- 
servation when business was easier to 
obtain and in the first stages of re- 
construction. 


The quick assets position of a com- 
pany does much toward providing the 
investor with a fairly dependable meas- 
ure of the values of the securities of 
that enterprise. In the case of Worth- 
ington Pump, the company was able to 
close its books for 1920 with quick 
assets applicable to the common stock 
equal to better than 45% of the recent 
stock market valuation for the shares. 


On December 31, last, the current 
assets totaled $24,254,559. On the op- 
posing side of the balance sheet there 
were current liabilities totaling $5,088,- 
144, which amount included reserves 
for taxes. TMat left a total for quick 
assets of $19,166,415. 

‘he capital stock outstanding of the 
company is made up as follows: 

Class A, 7% cumulative pre- 


ferred, per Ge. . 6.062. 605. $5,592,833 
pClass B, 6% cumulative pre- 

terred, par $100............ 10,321,671 
Common stock, par $100..... 12,992,149 


The net quick assets as stated above, 
therefore, were equivalent to about 
$21.24 a share for the common stock 
after allowing par for the two classes 
of preferred. This showing of quick 
assets is very satisfactory indeed, even 
though it represents a shrinkage of 
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some -$1,338,581 in working capital as 
compared with the preceding year. The 
difference, however, about corresponds 
to the inventory write-offs. 


The company last year made several 
additions to property and added to its 
holdings of foreign properties. These 
additions it can be concluded were pro- 
vided for out. of undivided profits, the 
amount added to property account be- 
ing in the neighborhood of $2,000,000. 


It is worthy of note that the close 
of the 1920 year saw unfilled orders 
carried over in greater amount than 
were carried from 1919 to 1920. Re- 
cent orders are reported as small, but 
in sufficient volume to keep plants op- 
erating at close to 50% capacity. 


Conclusions: 


In most cases, when one reviews the 
industrial outlook, one is confronted 
with a difficult task. It is generally 
admitted that this year business will 
be on a relatively limited scale and 
that profits cannot be expected to com- 
pare with those of 1919, 


But companies which have followed 
a conservative policy in the matter of 
iiventory write-offs and strengthening 
of cash position will be in much better 
position to withstand the wear of busi- 
ness depression than ‘will companies 
which have followed a less conserva- 
tive policy. Unless there should hap- 
pen to be some inventory shrinkages 
which at present are unforeseen and 
unexpected, 1921, even though it may 
not turn out to be a year of extensive 
profits, should result in the earning 
of the full dividend requirements on 
the several stocks. 


While in the circumstances we would 
not stress too greatly the net assets 
position, which includes real estate, 
etc., it might be stated that the total 
is equal to $102.42 per share of com- 
mon stock. 


Of course the big determining factor 
in the case of Worthington, as in the 
case of so many other industrials, is 
what can the stocks earn this year? It 
has been stated that they should earn 
dividend requirements. That in itself 
is not particularly helpful as specula- 
tive material in anticipation of a rise. 
The preferred A might be considered 
a fair investment, improving in quality. 
The common is to be regarded as spec- 
ulative at best and not in as attractive 
position as railroad or public utility 
stocs, whose indicated earnings show 
up much better. 
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STUDEBAKER 


March sales 6,000 cars. 4 cars un- 
der biggest month in Company’s 
history. April production 7,500 
cars. Plants run full capacity, 
meet only half the demand. Pres- 
ent market position and prospects 
discussed in No. S-11 issue of our 
INVESTMENT SURVEY. 
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Boston :—The interest of Boston and 
New England financial circles continues 
centered in the rail situation in New 
England, and the coppers. 

Easier money rates in the New York 
market have not yet reflected them- 
selves in the Hub. Here call money 
still commands 7 per cent., with 7 to 
7% per cent. for time loans, and 7% 
to 8 per cent. on commercial paper. 

Easier money conditions in New Eng- 
land will probably initiate a sharp up- 
swing in the coppers, which long have 
been scraping near bottom. In fact the 
copper mining companies, and the brass 
mills of New England have been 
heavier borrowers. Two birds will be 
killed with a single stone, when their 
borrowings grow less. In the first place, 
the fact of their lesser borrowings will 
mean higher prices for copper, and 
stronger financial position of the com- 
panies after turning their metal stocks 
into cash. That alone would make their 
securities worth more, and the easier 
tone to money would then make it 
easier to pay more for the securities 
on the part of investors, traders and 
speculators. 

A most remarkable paradox is the 
selling of New England rails at lower 
prices, the while the companies are reg- 
istering better and better earnings 
statements. The action of the stocks 
downward counter to better earnings 
statements is due to the belief that the 
better earnings statements may miti- 
gate against the companies’ receiving 
an expected rate increase. 

New Haven has been running at a 
monthly deficit near $3,000,000 in De- 
cember and January. Contrary to ex- 
pectations the February deficit was cut 
down to under $1,800,000. 

March earnings are expected to show 
even a greater improvement over Feb- 
ruary, thanks to a larger volume of 
traffic in March, with less holidays. 

Rail economies are and will continue 
to be a very important feature, but un- 
fortunately the immediate result of 
these rail economies will be not so 
much to help the securities of the com- 
panies, but, rather, to deny the com- 
panies the anticipated rate increase 
which many of them sorely need. La- 
bor wages have been cut wherever pos- 
sible, and the labor force has been cut 
down by all the companies with liberal 
pruning shears. The price of coal has 
come down, also the cost of delivering 
coal, and the cost of steel and other 


_ materials. 


New England mills and manufactur- 
ing and industrial centers are already 
heavily handicapped by rate increases, 
and further rate increases, many have 


feared, would be in the nature of kill- 
ing the goose that is laying the golden 
eggs. Instead of building up New Eng- 
land, further rate increases would drive 
industry elsewhere. 


It was on this account that the con- 
ferences of New England governors and 
state committees have devoted them- 
selves to the problem as to whether 
the railroad companies could make up 
their deficits by economies and im- 
provements from within, rather than 
rate increases from without. 


The February and March, 1921, rail 
reports will show a marvelous. degree 
of such economies already developed 
by the companies from within. As 
steel, coal and other commodities come 
still lower, and as the companies reap 
fuller benefits from cheaper copper and 
cheaper labor, oils, etc., economies are 
expected to show a better and better 
reflection in the monthly earnings 
statements. 


Speculators in the market had banked 
rather heavily on rate increases in New 
England, and the growing outlook 
which seems to favor a position against 
rate increases, has caused some sell- 
ing of the rails. Boston & Albany, and 
New Haven, and Boston & Maine have 
ben under pressure, somewhat. How- 
ever, the railroad situation is still far 
from being “ironed out,” as one au- 
thority words it, and several months, at 
least, must elapse before the various 
problems and various viewpoints are 
adjusted and reconciled. 


The coppers continue easy, but in no 
sense weak. The shutdown of the 
Michigan and other mines has caused 
Calumet & Hecla to sell down to $211 
last week, a new low for the year, com- 
pared with $215 the week before. Cop- 
per Range which had sold down from $31 
to $30% recovered to $31% on Thursday, 
or higher than when the Michigan shut- 
downs were first announced. The price 
of the red metal hovers qgound 12%c. 
Higher prices would redound unfairly 
to the advantage of those mines which 
have refused to participate in the gen- 
eral shutdown. It is probable that 
higher prices for copper metal would 
be justified by existing conditions of 
supply and demand in the industry. 


There is no inkling at present when 
resumption orders will be issued to the 
mines, nor on what scale the mines will 
resume when they do resume. It is also 
important to reflect that several weeks 
must elapse after the mines resume be- 
fore their ore can be milled, smelted, 
and shipped east to refine and sell. An 
acute shortage of copper is one of the 
possibilities of the mines’ shutdown. 
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Broker Honored by Italy 


The king of Italy has conferred 
Knighthood of the Order of the Crown 
upon Luigi Criscuolo, of Merrill, Lynch 
& Co., who promoted the organization 
of the Italy-American Society, for ser- 
vices in furthering commercial relations 
between the United States and Italy. 
The decoration was presented by Am- 
bassador Rolandi-Ricci at the banquet 
of the Italian Chamber of Commerce 
held Saturday night at the Biltmore. 


* * * 


Mexican Oils 


A London stock exchange correspon- 
dent had this to say last week: “The 
speculative risks attached to the in- 
dustry are sharply silhouetted by the 
latest developments, and oil drilling 


_must take its place alongside of gold 


mining as chared with all the elements 
of risk.” 

The correspondent, of course, had ref- 
erence to the oil situation South of the 
Rio Grande, where, according to re- 
ports, there are increasing quantities 
of salt water being found in the Mex- 
ican fields. London i$ quite perturbed 
over the whole affair although officials 
af companies say there is nothing to be 
particularly alarmed about, and that 
various well-known fields, after hav- 
ing produced large quantities of oil, 
have gone into salt water for succes- 
sive periods in the past. The com- 
panies, to guard against such contin- 
gencies, it is said have large oil bearing 
properties held in reserve for future de- 


velopments. 
K + 


Short Interest Grows 

The Street is puzzling itself over the 
extent of the short interest. Accord- 
ing to one estimator last week this 
ranges from 1,350,000 to 1,500,000 shares, 
and it is claimed there is room for 
revision upwards. Of course, it is al- 
most impossible to estimate with any 
degree of mathematical accuracy the 
size of the short interest at any time, 
but any one who ventures an opinion 
is on pretty safe ground at present if 
he places his figure anywhere between 


the million and two million share mark. 


‘es * & 
Gold 


The first German gold to be shipped 
to the United States on private account 
since before the war, was reported last 
week in New York banking circles to 
be on its way here via Scandinavia. 
The amount was estimated to be about 
$1,000,000. No one seems to know the 
probable purpose of the transaction. 
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“Barrels of Money” 


According to a banker, who was 
quoted in the daily press quite exten- 
sively last week, there are ‘barrels of 
money” available for loans in the New 
York market. According to this au- 
thority Wall Street is enjoying the 
first period of money ease in many a 
day, and brokers who had money to 
loan for large down town institutions 
stated that they had difficulty in plac- 
ing funds at their disposal. Whatever 
truth there may have been in these 
statements, the stock market at this 
writing has failed to reflect any sub- 
stantial livening of activity on that 
account. Bankers generally, however, 
aver that easy money conditions might 
be looked for well into May. 

ne % 


The Goodyear Plan 


It is expected that the Goodyear re- 
organization plan will be declared op- 
erative this week, and in this connec- 
tion the Street has been talking of the 
need which before long will become 
pressing for new financing, a part of 
which many anticipate will be under- 
taken in the near future. It was stated 
that a very large number of assents to 
the readjustment have been received to 
date. 

es 
Denver & Rio Grande 


The Denver & Rio Grande Western 
‘Railroad is seeking authority to issue 
500,000 shares of no par value stock 
representing the property of the Den- 
ver & Rio Grande Railroad, which the 
former has arranged to acquire. The 
stock when issued is to be assigned to 
the Western Pacific Holding Company. 
The Western Pacific also is seeking 
authority to issue $4,180,000 first mort- 
gage 5 per cent gold bonds to be sold 
to the Western Pacific Holding Com- 
pany. 

ee te 2 


New Haven Bonds 


It was rumored in the Street, late 
last week that New Haven debenture 
4s, which were issued in sterling and 
francs, are being bought in by the rail- 
road through certain banking interests. 
The reason given was the discount at 
which sterling and francs are now be- 
ing quoted. The bonds are due in 
April, 1922. It is obvious that there 
would be a considerable saving in buy- 
ing the bonds now and retiring them. 
But the one thing about the matter 
which is a source of mystery is just 
where and how New Haven can get the 
money with which to take up the 
bonds. No explanation as yet has been 
suggested. 
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ended August 21, 1920, after 


these Notes. 


Hollister, 
White & Go. 


*NCORBORATED 
115 Broadway, New York 
Boston Philadelphia 














aaeeeete 





Pennsylvania-Ohio 


Net earnings for the year 
deducting all prior charges, 


exceed five times the annual 
interest requirements on 


Price 96 and interest 
yielding over 8.60% 


Write for Descriptive Folder 
F.W.-641 














wide 











esis Mamas 

















$5,500 Returns $550 Yearly 
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Invested in an Established Finance 
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—Lending money on good security on the 
safest basis known to bankers—widely dis- 


tributed loans. 


—Under strong management, with an enviable 


7 years’ record of proved value. 


—An opportunity to share in at least one- 


third of the large yearly profits. 


—Paying a total of 11% to the bondholders 
now and for several years past, and growing 
steadily with the solid expansion of its loan 


service in many States. 


A combination of every one of the ele- 
ments of security demanded by the most 
conservative Investor, carrying with it a 


large share of the profits. 


Over a Quarter Century of experience 
in finance and business management is 
behind our recommendation of this in- 


vestmenié. 


Send for Circular B giving full details. 
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The Situation 


EVELOPMENTS in the foreign 
D field have been slow of late; so 

slow as to be almost indifferent. 
In a large way, the European situation 
may be considered as reassuring. The 
upheavals in Germany have about pet- 
ered out. There does not seem to be 
any grave imminent danger from that 
source. Europe is not afraid that Bol- 
shevism will spread effectually beyond 
the confines of the peculiar domain of 
Lenine. 

The important thing, so far as the 
Lenine menace is concerned, is the fact 
that not many, with the exception of 
a few whose mental postures are sim- 
ilar to those of the Bolshevist leader, 
are impressed with anything save the 
almost monumental failure of the doc- 
trines of Lenine when seen in the cold 
light of practice. 

There is some evidence of the pos- 
sibility that socialistic ideas will be 
forced into experimentation in some 
quarters. But even this is not viewed 
as a problem to give rise to concern. 

The fact that the settlement of the 
German reparations still hangs fire does 
not help the situation. It is the one 
great obstacle to smooth sailing. It is 
not proposed to enter into a discussion 
of the probable outcome of the present 
situation. That it will be ironed out 
satisfactorily, can be anticipated. But 
the process is apt to be both tedious 
and irritating. 

South America 


in South America is 
not promising. Business conditions 
continue adverse. There are thousands 
of tons of American goods piled up in 
South American ports waiting to be ac- 
cepted and paid for. Millions of dol- 
lars are uncollected by American ex- 
porters. The exchange situation is not 
such as to make the adjustment prac- 
tical now. 

This country is not inclined to make 
any extensive purchases from South 
America at the present time. Already 
the market. here carries more unsold 
stuffs of the kind imported from the 
south than there is demand for. 

All told, the South American situa- 
tion does not appear inspiring. The 
situation in Europe is in slightly bet- 
ter condition than is that in South 
America. , 


The situation 


———$——— 


THE COAL STRIKE 


While the British coal strike has its 
serious side, viewed in the abstract I 
cannot see that it is to be regarded as 
a reason for skepticism regarding the 
larger economic situation in Great Brit- 
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ain. These outbursts 
demonstration are bound to occur every 
once in a while, considering the peculiar 
temper of the workingman, or’ rather 
the manner in which the more radical 
dominate his attitude. 


The proposition of the mine workers 
is absurd on the face of it. The work- 


ers insist that there must be a more. 


equitable distribution of the profits of 
industry between capital and employes. 
Suppose we grant the logic of the ar- 
gument. It would also be logical to 
assume that the employe, in the hope 
of greater distribution, would do a lit- 
tle co-operating in order that capital 
could have something to divide. 


What the British mine workers are 
doing is to demand higher wages to 
such a point that it will be impossible 
for capital longer to operate the mines 
and pay wages. The alternative would 
be government ownership. The latter 
would mean the taxing of the people 
in order to pay higher wages to a spe- 
cial class of workers. 


It is inconceivable that the general 
public would care to have such a state 
of affairs thrust upon them to satisfy 
the 
socialization of industry. Then, be- 
tween the fulfillment of the desires of 
the agitators of the present strike, and 
the agitators themselves, stands the 
Little Welshman. Although he may be 
too severe, it is to be expected that he 
will be able to adjust matters and bring 
about a settlement. 


That the present strike will reach 
prcportions that will have disastrous 
results, I am unprépared to admit. The 
indications are, if the opinions of those 
in close touch with the situation are to 
be accepted, that the strike will be a 
failure. It possibly may have a tem- 
porary ill effect upon economic condi- 
ticns. But usually the stock markets in 
London and England are to be looked 
upon as a fairly accurate barometer. 
Thus far they have failed to reflect in 
any serious way great apprehension as 
to the ultimate outcome. 


-—- 0 ——_ 
Foreign Exchange 
The exchange rates as of Monday, 


a week ago, compared to February 25, 
follow: 


De- 

Ratein Ratein  pre- 

Unit cents. cents cia- 

value Mar.28 Feb.25 tion 

Canada .... 1.00 88 8800 12% 
Germany .. 2382 .0160 .0160 93 
are 1930 .0398 0362 79 
Belgium ... .1930 .0725 0.743 62 
France .. 1930 .0693 0710 64 
England ;.. 4.8665 3.92 3.86 19 
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desire of a few believers in the- 


Carib Syndicate. 

The “come-back” of this stock, fol- 
lowing the remarkable “come-back” of 
Maracaibo, has the Broad Street Curb 
professional guessers up a tree. Carib 
was selling down to as low as $5 a 
share the last week in March. A year 
ago it was around $50. From the $5 
low, the stock rebounded in less than 
a fortnight to 8%. The upswing was 
too rapid, however, and last week the 
price reacted to 7%. 


Interests associated with Carib have 
been recently under a financial strain 
incident to the drop in oil in this coun- 
try, and their heavy commitments at 
the time. That strain accounted for 


‘the attack on Carib shares, but happily, 


the financial burdens have been eased 
somewhat by new financing to carry 
American production of the group. 
These developments favorable to the 
backers of Carib Syndicate have caused 
the bears to run to cover. They are 
new guessing whether Carib Syndicate 
will repeat the sensational come-back 
of Maracaibo, or anything like it. 


Maracaibo Oil. 


Maracaibo, the leader of the new de- 
veloping Caribbean oil stocks in point 
of favorable acreage, favorable location 
near tidewater, and finances and actual 
progress toward the development there- 
of, dropped from $29 last July to $10 
a share in the December, 1920, general 
market debacle. It then staged a sen- 
sational upswing which carried the 
shares above $20, then above $25, then 
above $30, and reaching a high of $32% 
a week ago. 


During the past week, the stock held 
closely within a fraction of $30 under 
strong inside support. 


Simms-Skelly. 


Simms Petroleum shares have come 
back from 6% to above 8 in the past 
fortnight, and hold closely around high 
ground. The acquisition of new hold- 
ings in the Breckenridge, Texas, field 
was reviewed in this column last week. 
There has been revived the year-old 
rumors as to consolidation of this com- 
pany with White and Gilliland. There 
is nothing back of the rumors except 
the fact that all three companies op- 
erate in the same districts and all three 
companies are sponsored by approxi- 
mately the same identical interests. The 
latest gossip links the Phillips Petro- 
leum Co. as part and parcel of. the al- 
leged merger. 
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TWO REPLIES TO MR. EILERS 


(Continued from page 655) 
High 108 > & fall of 1915 when copper sold above 


nts. 
High — — Nov., 1916, when copper sold 
above cents. Compare the price 
two years before. 


Utah Copper, Inspiration, Anaconda, 
Cerro de Pasco, Miami, Greene-Can- 
anea, Ray, Chino, U. S. Smelting, all the 
copper securities, all and sundry, have 
dropped proportionately with Smelters, 
or dropped worse, since the 1916 boom. 
The Guggenheims are not responsible 
for that, surely. Smelters is much bet- 
ter off than many others. Anaconda, 
for instance, has $50,000,000 of new 6% 
and 7% bonded debt it did not have in 
1916. Smelters has even less fixed 
charges now than then, thanks to Gug- 
genheim financial ingenuity. Smelters 
has survived many of these “panic” pe- 
riods and has seen many ups and-downs 
in twenty years of Guggenheim direc- 
tion. It will see more ups and maybe 
more downs. 


“Query No. 10. Why according to the 
latest record furnished us they own in 
their own names no more than 324 
shares out of 1,100,000 shares outstand- 
ing, and still insist upon dominating the 
company.” 


Is Mr. Eilers’ complaint here about 
their dominating the company, or hold- 
ing so little stock “in their own name?” 


Somebody must be at the head of. 
and direct, and “dominate,” as Mr. 
Eilers calls it, any business enterprise. 
Every army must have a general, whose 
authority must be supreme and unques- 
tioned. It is only natural that here 
and there a colonel thinks he could be 
a better general, and many a captain 
has a_ sneaking 
colonel is a parlor soldier, and was 
there ever a private who couldn’t prove 
to you, if you had time to listen, that 
the army would be better off if only 
the General took his advice? The 
“dominating” of the Guggenheims has 
brought good results for over twenty 
years. In fact, not a single specific 
name has been suggested as an “im- 
provement” on them. They have proved 
themselves first-class generals. More 
power to ’em. 


There are a dozen reasons why honest 
folks do not hold their own property 
in their own names, whether realty, 
stocks, or any other personal property. 
Karl Eilers is old enough to know the 
whole dozen, and experienced enough, 
too. I understand the Guggenheim 
family still holds several millions of 
dollars of stock. I wonder how much 
Eilers himself holds, and in his “own 
name,” of the $7,000,000 of stock that 
was issued in 1899 for the four Eilers 
works! And if the Eilers sold any of 
their stock what has AS&RCo. to show 
for it? The money the Guggenheims 
got when they sold some of theirs (and 
that was many years ago), they re- 
invested in copper and other businesses 
which they built up with their own 
money, and then turned over to AS&- 
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suspicion that his 


RCo. when success was established and 
risk eliminated. Those businesses have 
been for fifteen years the backbone of 
Smelters. 

“Old Dominion” 


Another word about that “domina- 
tion” of the Guggenheims. It was a 
mighty queer kind of domination come 
to think of it, when Daniel led his four 
brothers into the lions’ den, and the 
Guggenheims sat down a_ hopeless 
minority of five in a board of 21 direc- 
tors. The other sixteen were “antis” 
who had combined the year before to 
freeze out and ruin the Guggenheims, 
went to the wall themselves, then 
called on the Guggenheims to help. 
They helped. They turned over all 
their smelters and refinery to the com- 
pany plus $11,000,000, too, and took a 
minority stock interest, though their 
plants earned more than the company’s 
own. They got only 5 directorships 
out of 21. They formed an efficient Ex- 
ecutive Committee of 11, but here 
again the five Guggenheims were 
doomed to a minority. The old of- 
ficers, too, continued of the “antis,” the 
President, Vice-President, and Secre- 
tary. There must be something super- 
human about the way the Guggen- 
heims “dominate,” that they should un- 
der those conditions have welded out 
of the tottering ruin they stepped in 
to help the great success it has become 
with the years! 


Let us see how they “dominated.” 
Take one case out of several similar 
ones: Edward Nash, of Omaha, orig- 
inal owner of the “Grant” Smelter 
at Denver, Colorado, and of the 
Omaha, Nebraska, refinery. Nash was 
the arch-organizer and first president of 
AS&RCo. under Rogers and Lewisohn. 
He never owned but ten shares in 
April, 1899, at the organization, having 
transferred his stock holdings. Presi- 
dent Nash held on to his job after the 
Guggenheims joined, and continued 
drawing $35,000 a year, a monster salary 
in those years, nearly till he died in 
May, 1905, and no Guggenheim, till 
then, ever aspired to his place. Every 
Independent Guggenheim works and 
every AS&RCo. plant all over the 
world closed down May 29, 1905, the 
day of Nash’s funeral in Omaha. One 
of the finest eulogies the English lan- 
guage boasts the Guggenheims wrote 
in honor of Edward Nash. That is 


how they “dominated” the leader of 


the group that had formed Smelters to 
ruin them. 


“Query 11. Why they have failed for 
years to allow representative stock- 
holders to be elected to he direc- 
torate?” 


Out of 28 directors, 22 are salaried 
employes who have grown up with the 
business, and were rewarded with di- 
rectorships after years of faithful ser- 
vice. I wish I had the space to run 
along the list of 28 directors. It would 
be an imposing array of experts who 


have grown up in the smelting business - 
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and with the organization, and who un- 
derstand the company and the business 
from A-to-Z. 


Not less than seventeen of the twen- 
ty-two have held very high rank in 
actual service ever since the company’s 
start in 1899-1901. All of the 22 have 
seen not less than 10 to 15 years‘ ser- 
vice as works managers, or as admin- 
istrative heads, except in four or five 
cases where the men were chief as- 
sistants many years to administrative 
heads who have died or been retired 
in the last three years. 


The Guggenheims 


The six of the 28 directors who are 
not salaried employes include four of 
the Guggenheim family, Evander B. 
Schley, of New York, and W. S. Mc- 
Cornick of Salt Lake. The venerable 
Utah banker and mining magnate was 
one of the original organizers, con- 
tributing the Ibex smelter in 1899, and 
he further represents on the board for 
fifteen years since 1906 a large following 
of Utah investors and _ stockholders. 
Mr. Schley is the son of the late Grant 
B. Schley, of Moore & Schley. When 
Rogers and Lewisohn broke from 
Smelters in 1901, Schley “stuck.” The 
Howe Sound (Britannia) copper mines 
in British Columbia, the Potosi, Chi- 
huahua and Calera _ lead-silver-zinc 
mines in Mexico, and the Breece and 
other mines in Colorado, all controlled 
by Moore & Schley, are important 
feeders to AS&RCo. smelters. 


They Represent 


It is my contention that these 28 di- 
rectors more truly “represent” the com- 
pany and stockholders, than directors 
who are merely stockholders, or who 
represent stockholders, and have no 
other experience or qualification in the 
smelting business, nor sympathetic un- 
derstanding of the great industrial ma- 
chine the Guggenheim management has 
built up. 


“Query 12. Why they carry stock in 


the names of brokers and other indi- . 


viduals instead of in their own names.” 


Why does anybody hold his own prop- 
erty in the name of a trust fund, per- 
haps his wife, maybe an attorney, some- 
times a broker if it is stock, at times 
a banker, or a trusted employe? That 
is their own private business. Question 
No. 12 I have further answered in Nos. 
1 and 10. 


“Query 13. Why they address you in 
the names of other people and anony- 
mously through newspapers and maga- 
zines.” 


This I take it is aimed against “The 
Financial World.” It announced last 
winter a forthcoming series of four ar- 
ticles or analysis of Smelters. Eilers 
immediately blurted out that those ar- 
ticles are “no doubt inspired by and 
mailed through the Guggenheim office 

. . The analysis can hardly be ex- 
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“pected to state the facts or be inde- 


pendent.” 

When Mr. Eilers uttered that advance 
damnation, not a word of the articles 
had been written and Mr. Eilers did 
not then make, nor has he to this day, 
made any inquiry as to why or how the 
articles came to be written. All this 
was duly set forth in “The Financial 
World” three weeks ago. 


Reassurance 


Maybe Mr. Eilers may think these 
articles, too, are “inspired” or worse. 
Let me assure Mr. Eilers that I have 
never to my knowledge laid eyes on a 
Guggenheim in my life; that I wouldn’t 
know a single director or official of the 
company if I saw him in the street. 
In short my judgment is not warped 
by personal friendships or even per- 
sonal acquaintanceship. Further, no 
Guggenheim and no Guggenheim repre- 
sentative has even remotely suggested 
or had anything to do with the conceiv- 
ing or writing of these articles to even 
such an extent as contributing a single 
thought, idea or word. 


The author can appreciate the busi- 
ness acumen of the Guggenheims in 
building the great AS&RCo. organiza- 
tion, and their integrity through the 
years. He can appreciate the sterling 
merit and reputation of Mr. Eilers him- 
self as a metallurgist and technologist 
in the smelting industry. However, 
shoemaker, stick to your last. When 
you depart from your chosen profes- 
sion, Mr. Eilers, you tread strange 
fields, speak a strange language, and 
all your thirteen charges I have shown, 
I think, not only unfounded, but it 
seems to me apparent that they serve 
most to emphasize only the spirit of 
discontent that actuated the charges. 


(Concluded) 





NOTED FINANCIER DEAD 


There occurred last week quite unex- 
pectedly the death of Edmond C. Con- 
verse, a well-known New York finan- 
cier, who at one time was the president 
of the Bankers’ Trust Company. Mr. 
Converse was,one of the most noted 
financiers in the country, and among 
his most notable achievments was the 
bring about of a merger of 20 of the 
most principal steel plants in the coun- 
try, which were incorporated’ in 1899 
as the National Tube Company,.with a 
capital of $80,000,000. 


At various times, Mr. Converse held 
the position of director in several of 
the largest financial institutions of the 
country, and besides having been presi- 
dent of the Bankers’ Trust Company 
from 1903 to 1913, was at one time 
President of the Liberty ~ National 
Bank. 


Expressing his sorrow at the passing 
of the financier, Mr. Seward Prosser, 
now president of Bankers Trust Com- 
pany, paid the following tribute to his 
late predecessor in office. 


“He went among men with a sense 
of understanding and genial humor that 
found everywhere a response, so that 
today the shadow of his loss falls heavy 
upon all of us who had the privilege 
of knowing him.” 


Speaking in behalf of the officers 
and directors of his company, Mr. 
Prosser added, “In singleness of pur- 
pose, in devotion to this organization 
with which he was connected from its 
inception, and in fidelity to duty and 
trust, Mr. Converse was an exceptional 
man.” 
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NE of the important legislative 
OY actions of the year in the in- 

terest of the farm mortgage 
field is the new law just signed by the 
gcvernor of Missouri establishing a 
mortgage recording tax rather than a 
property tax on such securities. The 
law provides that this recording tax 
shall be at the rate of $7.50 on each 
$1,000 for a period of five years and 
that it shall be in lieu of all. other 
taxes. It is an amendment to the long 
standing “secured debt tax act,” and 
has been sought by the realty interests 
for a long time. Missouri has realized 
the handicap to its farm loan field from 
property taxation. Once it adopted an 
amendment to its constitution exempt- 
ing the property owner from taxation 
to the amount of his mortgage, thus 
expecting to avoid double taxation, and 
placing the mortgage as taxable prop- 
erty. The effect was that interest rates 
were raised to compel the borrower 
to pay the entire tax and the amend- 
ment was repealed. The theory of the 
recording tax is that its small amount 
will encourage investment of local funds 
and at the same time bring in more 
revenue than under a system of mort- 
gage taxation, as personal property, 
owing to the difficulty of finding the 
mortgage owners. Kansas has twice 
adopted a recording tax in its legisla- 
ture; once the governor vetoed it and 
once the supreme court held it uncon- 
stitutional. It is estimated that not 
one-third of the mortgages owned in 
Kansas are actually taxed, yet the 
necessity of subterfuge to avoid it 
makes the average investor shy at the 
risk. If he pays full taxes it brings his 
return below that of tax-exempt munic- 
ipal bonds and even some issues of 
Liberty Bonds. A recording tax is col- 
lectible; the mortgage must be record- 
ed; the millions of dollars invested by 
insurance companies, banks, etc., will 
have to pay their share of the record- 
ing tax. Home builders and farmers 
ought to get an immediate helpfulness 
from the new statute, and it should ease 
the money market so far as they are 
concerned. 


It is one of the inexplicable things 
about the agricultural states which 
borrow hundreds of dollars for their 
farming operations, that they do not in- 
telligently take up the farm mortgage 
situation and strive to work out a plan 
by which capital may be attracted to 
this needed field. Instead, there is gen- 
erally persistence in the old methods 
and failure to recognize the pressing 
demand for capital from the farms and 
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from home builders, the 
which could be greatiy increased by 
proper legislation. It is not logical to 
expect that investors will place money 
in mortgage loans and list them for tax- 
ation when the taxes eat up 40 to 50 
per cent. of the interest. The result is 
that the mortgage banker must get his 
capital largely from outside the state, 
while the funds close at hand, which 
would add materially to his ability to 
serve his customers, is invested in 
foreign bonds, preferred stocks .and 
municipal or farm land bank bonds and 
passes out of the usefulness’ at home 
that it could easily give. The Missouri 
law was secured by the united effort 
of real estate men, bankers, mortgage 
deaiers and a system of information 
that showed the voters the advantage 
of the statute. It would be worth the 
while of other states, where the mort- 
gage field is limited by similar condi- 
tions, to enter on a campaign of 
enlightenment and secure remedial 
legislation. The farm mortgage may by 
such methods be given a far greater 
pepularity and it will inure to the 
benefit both of the borrower and the 
communities in general. 


supply of 


—— 0— — 
NEW SECURITIES OFFERINGS 


Sun Company 7s 


The Sun Company has sold $6,000,000 
Ten-Year 7% Sinking Fund Gold Bonds, 
due April 1, 1931, at a price to yield 
about 7.65%. The Sun Company and 
its subsidiary and affiliated companies 
are engaged in producing, refining, 
transporting and marketing petroleum 
and its products, both in the United 
States and abroad. The company with 
its predecessors has been in successful 
operation since 1886. The present is- 
sue together with $5,600,000 Ten-Year 
Sinking Fund 6% Gold Debenture 
Bonds constitutes the company’s only 
funded debt. The appraised net assets 
amount to over $60,000,000 or more than 
5 times the total funded debt. Net in- 
come available for interest charges over 
the last five years have averaged over 
$6,500,000 while total interest charges, 
including that of the present issue, will 
be less than $760,000 annually. 


Winchester Repeating Arms 716s 


The Winchester Repeating Arms 
Company has sold $7,000,000 First Mort- 
gage Twenty-Year 714% Bonds, due 
April 1, 1941, at a price to yield about 
7.75%. The company manufactures the 
Winchester rifles, shot guns and am- 
munition and is one of the largest man- 
ufacturers of commercial small arms 
and ammunition in the world. It also 
manufactures flash lights, fishing 
tackle, cutlery, tools, hardware and 
other affiliated lines. Net income avail- 
able for interest charges on this issue 
has averaged $1,999,212 annually over 
the last ten years, or 3.8 times the re- 
quirements. Net current assets, as of 

(Concluded on page 677) 





Our Folder F-26, entitled 
“The Principles of 
Sound Investing” 
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Higher Interest Rates 


Owing to a general advance in interest 
rates, we shall for a short time at least, 
be able to get Seven Per Cent for eur 
customers on First Mortgage Lean. 
We suggest that you take advantage ef 
this and arrange to take some of these 
loans at the higher rate. Good loang are 

offering. Write fer Loan List No. 77. - 


Perkins & Co., Lawrence, Kansas 


























When Dreams 
Come True 


We all desire financial inde- 
pendence and dream of the day 
on which our savings will give 
us a good yearly income and 
freedom from support by others. 


You can hurry this day along 
by investing your monthly sav- 
ings in Forman Farm Mortgage 
Investments, using the Forman 
Monthly Payment Plan. 


If you follow this plan consistently 
for several years, you will reach yeur 
goal in a remarkably short time. 
Then your dreams have come true 
and the independence you have 
longed for is yours, with all its 
pleasures and advantages. 


We will cheerfully give you 
detailed information. Write 
to-day for our booklet show- 
ing how easy tt ts to save by 
means of our Partial Pay- 
ment Plan. 





FARM MORTGAGE BANK 
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St. Paul-Northwestern 


(Concluded from page 647) 
interesting speculation. I know that, 
seated at my desk and looking at the 
proposition from the outside, it is a 
perfectly simple matter for me to work 
the thing out. And while I do not wish 
to charge or imply that it represents 
what actually has taken place, it does 
not seem likely that the men who con- 
trol St. Paul would be apt to overlook 
such an obvious opportunity. 


For years St. Paul has been con- 
trolled by the Rockefeller and Armour 
interests. It has been a sort of family 
aftair. Now the heads of those inter- 
ests are perfectly shrewd, far-sighted 
individuals. Just before the present in- 
come tax laws were enacted, it is rea- 
sonable to assume that the Armours 
and the Rockefellers foresaw what was 
coming. They also were close to the 
ground and knew the possibilities of St. 
Paul as an earning proposition probably 
better than any one else. 


It would have, therefore, been per- 
fectly proper and wise on their part, 
knowing what they did, to decide on 
holding up the dividends on the pre- 
ferred stock temporarily and on ex- 
pending large sums of money on main- 
tenance, thus reducing the margin of 
net earnings available for the stocks. 
Last year, it is estimated, the mainten- 
ance expenditures were so heavy that, 
had the road expended in like propor- 
tion to Northern Pacific and other simi- 
lar well-maintained properties, it could 
have shown net more than double what 
was revealed, even under the rates pre- 
vailing prior to last September. 


Had I been in the place of the Ar- 
mours or the Rockefellers, I might have 
dcne just what I have indicated was 
possible and proper. 

What would such a plan of action 
have meant? It would mean that, by 
deferring action on the preferred divi- 
dends, and surrendering all but a suf- 
ficient amount of stock to answer re- 
quirements for places on the director- 
ate, the controling interests could after 
a time buy the stock back at low prices 
and then, when income taxes finally 
wcre adjusted, could realize a handsome 
profit. 

The expenditures for maintenance 
could easily be justified by reason of 
the fact that a new line, particularly 
one built through such difficult terri- 
tory, requires frequent changing of 
ties and ballast, until the roadbed finds 
its foundation and solidifies. 

Another point to bear in mind is that 
when the proper moment arrives. the 
controling interests in St. Paul could 
resume dividends, paying them to them- 
selves and at an increased rate. While 
St. Paul preferred is not cumulative, 
it is participating. 

Conclusion 

So much for an interesting specula- 
tion. I do not believe that there is 
anything in the statistics, in current or 
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Total sales of Wednesday, April 6, 1921, $12,048,000, against sales of Tuesday, April 5, 1921. 
$10,741,500; March 30, 1921, $10,624.520; April.6, 1920, $14,404,500, and April 6, 1919, $12,471,500. 
From January 1 to April 6, $790,597,550 against $1,028,621,550 a year ago, and $878,802,339 two 


years ago. 








recent performances, or in the outlook, 
to prevent the resumption of the pre- 
ferred dividends on St. Paul. I believe 
that the chances for wide price appre- 
ciation in the next year or so are much 
more clearly defined than in the case of 
Northwestern common. So if I were an 
investor I would select St. Paul pre- 
ferred and would buy three shares for 
two of Northwestern. 
——O——— 

AMERICAN HIDE & LEATHER 

Weakness resulting from a similar 
cause as is responsible for the drop in 
the stocks of Central Leather is dis- 


played by the preferred stock of this 
company. Both companies have been 
hard hit by the debacle that overtook 
the leather industry after the armistice 
was signed and continued even into the 
first quarter of this year. Central 
Leather is expected for the first quar- 
ter of the year to report a big deficit, 
some put the figure as high as $4,000,000, 
and if its business has been so bad it is 
not anticipated that American Hide & 
Leather’s earnings for the same quarter 
will be any better, hence there is no 
strength behind the stocks of both of 
them. 


The Financial World 
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Spanish River 
(Concluded from page 654) 


depreciation and contingencies were 
made more generously than in previous 
years. In addition, a bond sinking fund 
of $638,000 was created out of the earn- 
ings for the year. After all deduc- 
tions, including the wiping out of pre- 
ferred dividend arrears, there remained 
a balance to carry forward into the cur- 
rent year of $1,060,798, compared with 
$2,368,222 last year, when the dividend 
obligations referred to were outstand- 
ing 


Balance Sheet 


The balance sheet of the year under 
review reflects to a marked degree the 
remarkable changes affected during the 
past year in the financial position-of the 
company and is indicative of the pro- 
gressive policy adopted by the man- 
agement to take full advantage of the 
opportunities offered in the pulp and 
paper industry at this time. In spite 
of the ‘numerous extensions made re- 
quiring the outlay of a considerable 
sum of money, the working capital 
position at the end of the fiscal year 
had increased to $6,611,068, compared 
with $5,793,884; pulpwood and miscel- 
laneous inventories together with bills 
receivable being responsible for im- 
provement in this regard. Another item 
indicative of the strengthened financial 
position of the company is the item 
of reserves. Miscellaneous and contin- 
gent reserves were increased by some 
$279,000, depreciation by almost $600,- 
000, while a new bond sinking fund re- 
serve, as already noted, was created at 
$638,000. Total reserves at the end of 
last June were $3,602,074, compared with 
$2,093,361, an increase during the year 
of $1,508,713. 

Origin 

The Spanish River Pulp & Paper 
Mills, Ltd., was incorporated in 1911 
to take over the properties formerly 
held by the Spanish River Pulp & Paper 
Co. which had been established in 1899 
at Esperola, Ontario. Under an agree- 
ment with the Province of Ontario 
made on Sept. 21, 1899, the latter ac- 
quired timber rights to various Crown 
lands during a period of twenty-one 
years from that date. During October, 
1909, a supplementary agreement was 
made with the Government by which 
the term was extended to 1930. The 
lands covered by this agreement have 
an estimated area of five thousand 
square miles. 


In 1912 the company acquired the 
business of the Ontario Pulp & Paper 
Co., Ltd., located at Sturgeon Falls, 
Ontario. 


Physical Condition 
From the physical standpoint, Span- 
ish River is in excellent shape. It has 
three large plants strategically located 
in the heart of the best pulpwood area 
all running on a capacity basis. These 
plants are under a highly efficient man- 


April 11, 1921 


agement and have a daily output of 625 
tons of newsprint, 1,500 tons ground- 
wood, 230 tons sulphate and 40 tons of 
board. 


Marketwise, the securities of the 
company afford an interesting study. 
Everything points to the fact that for 
many years to come the pulp and paper 
industry will continue to enjoy a large 
degree of prosperity. Newsprint is a 
necessity which commands a large mar- 
ket in good times and bad. While the 
speculative era in pulp and paper se- 
curities is over for the present, the 
industry is on a sounder basis than ever 
before. 


The new issue of $3,000,000 twenty- 
year 8% mortgage bonds will provide 
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To other countries 


Canadian Exports of Newsprint 


the Spanish River Company with addi- 
tional working capital to extend opera- 
tions during the coming year. 


The bonds of the company are classed 
as -a sound investment. The common 
and preferred are high grade securities 
and under more favorable market con- 
ditions both will undoubtedly sell at 
prices more in line with their intrinsic 
values. The preferred around a price 
of 90 gives an income return of 7.77 per 
cent., a very high yield for a stock of 
its class. 


In newsprint output the company 
ranks second on the Continent. 
chinery has already been installed to in- 
crease this output and plans are under 
way to increase production to bring 
production up to the thousand ton a 
day mark. A continued increase in out- 
put will probably result in higher earn- 
ings and considering the bright out- 
look for the pulp and paper industry 
and the part Spanish River will play 
therein. It is said by those who are in 
a position to know that it is only a mat- 
ter of time when the stockholders will 
benefit materially by the increased 
earnings of the company. 


Ma- . 


New Securities 
(Concluded from page 675) 


December 31, 1920, after giving effect 
to this financing, amount to over $14,- 
000,000 or twice the present issue. 


Clinchfield Coal 8s 


The Clinchfield Coal Corporation has 
sold $1,000,000 Ten-Year 8% Sinking 
Fund Gold Debentures, due April 1, 
1931, at par to yield 8%. The Clinch- 
field Coal Corporation, incorporated in 
1906, owns about 300,000 acres of coal 
lands located in Virginia. The present 
annual output of the mines is in excess 
of 2,000,000 tons, and the present mining 
capacity is in excess of 3,000,000 tons. 
The present issue of debentures con- 
stitute the only indebtedness of the 
corporation with the exception of $1,- 
108,464 deferred real estate payments 
bearing 5% and 6% annual interest, 
due in various maturities over a num- 
ber of years. The net profits from 
operation for the year 1920 amounted to 
$1,561,538 or over eleven times the an- 


‘ nual fixed interest charges, including 


these debentures. 


Bird & Son, Inc. 
Bird & Son, Inc., has sold $1,000,000 
% Cumulative Prior Preference Stock 
at 100 and accrued dividends to yield 
8%. The company manufactures a 
large variety of paper, roofing and 
building products, continuing a business 
established in 1795. The present net 
assets of $7,682,990 are equal to $384 
per share of this Prior Preference 
Stock and net quick assets alone are 
equal to $152 per share. Net profits 
available for dividends on this issue 
have averaged over $560,000 for the 
last 7 years, or more than 3% times 
the dividend requirements. 
——————— 
AS OTHERS THINK 

In their weekly review, E. W. Wag- 
oner & Company, say: 


The credit and money situation is so 
much improved that one is forced to 
an optimistic conclusion as regards the 
security markets. The renewal rate 
for call loans on Wednesday of this 
week at 5% per cent. was the lowest re- 
newal rate for more than eighteen 
months. Time money rates' broke 
through the 7 per cent. level for the 
first time in more than a year. Were 
it not for the labor crisis in Great 
Britain, sterling exchange would prob- 
ably be selling at or above the $4 mark. 
Those who are in close touch with the 
steel situation vouchsafe the opinion 
that a definite announcement will be 
forthcoming late next week concern- 
ing price policy. It is the consensus of 
opinion that steel prices will be lowered 
and that this will be immediately fol- 
lowed by wage reductions. Lower steel 
prices will logically be followed by 
new contracts for building purposes. 
The country has a brilliant crop out- 
look, and this in itself is one of the 
great fundamental factors for good 
business. 
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DIVIDENDS 





THE PACIFIC TELEPHONE AND 
TELEGRAPH COMPANY 

The regular quarterly dividend of One and 
50/100 Dollars ($1.50) per share on the issued 
Preferred Capital st of this Company has 
been declared to stockholders of record at the 
close of business on March 31, 1921, payable 
on April 15, 1921, and the stock books of the 
Company declared closed for Preferred stock 
transfers from April 1, 1921, to April 15, 1921, 
both days inclusive. ° 
T. V. HALSEY, Secretary. 


SUPERIOR STEEL CORPORATION 
March 28, 1921. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the First 
Preferred Stock, payable May 16, 1921, to 
stockholders of record May 2, 1921. 


H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPORATION 
March 28, 1921. 


At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the Second 
Preferred Stoek, payable May 16, 1921, to 
stockholders of record May 2, 1921. 


H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPORATION 
March 28, 1921. 


At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 144% was declared on the Com- 
mon stock, payable May 2, 1921, to stock- 
holders of record April 15, 1921. 


H. D. SARGE, Secretary. 


BWESTINGHOUSE ELECTRIC J 


& MANUFACTURING COMPANY 

A quarterly dividend of 2% ($1.00 per share) on the 
PREFERRED Stock of this Company will be paid April 
15, 1921. 

A Dividend of 2% ($1.00 per share) on the COMMON 
Stock of this Company for the quarter ending March 31, 
1921, will be paid April 30, 1921. 

Both Dividends are payable to Stockholders of record 
as of March 31, 1921. 














H. F. BAETZ, Treasurer. 
New York, March 19, 1921. 





UNITED STATES RUBBER COMPANY 


1790 Breadway, New York 

April 7th, 1921. 
The Board of Directors of the United States Rubber 
Company has this day declared from its net profits a 
quarterly dividend of two per cent (2%) on the First 
Preferred Stock and a quarterly dividend of two per 
cent (2%) on the Common Stock of the Company, to 
Stockholders of record at 3 P. M. on Friday, April 15th, 
1921, payable, without closing of the Transfer Books, 

April 30th, 1921. 
W. H. BLACKWELL, Treasurer. 





MIDDLE WEST UTILITIES COMPANY 
Notice of Dividend on Preferred Stock 


The Board of Directors of Middle West 
Utilities Company has declared a six months’ 
dividend of One Dollar and fifty cents ($1.50) 
upon each share of its preferred capital stock, 
payable May 14th, 1921, to all preferred stock- 
holders of record on the Company’s books at 
the close of business, at 1:00 o’clock P. M., 
April 30th, 1921. 

EUSTACE J. KNIGHT, Secretary. 





FOREIGN EXCHANGE 


Morton Lachenbruch & Co., 42 Broad Street, 
New York. 


Cur. Cable Cheq. 
England, Sterling ....... 395 393 392% 
. France, Francs .......... 730 713 712 
Belgium, Francs ........ 770 745 744 


yt Sees 445 438 437 


Italy, Lire ; 
ceeneen 162 162 161 


Germany, Marks 


Switzerland, Francs ..1800 1735 1733 
ON OS eee 1500 1404 1401 
Greece, Drachmas ....... 800 736 735 
Roumania, Lei .......... 152 149 148 
Czecho-S, Kronen ....... 140 136 135 
Jugo-Slav, Kronen ...... a 71 70 
Austria, Kronen ........ 20 28 27 
Hungary, Kronen ....... 38 38 37 
Poland, Marks .......... 18 14 13 
Russia, Rubles .......... 45 a ae 





STANDARD OIL ISSUES. 
Carl H. Pforzheimer & Co., 25 Broad Street, 


New York. 
Name of Company. Bid. Asked 
Anglo-American Oil Co, Ltd.. 16% 17% 
Atlantic Refining Company.... 950 


Atlantic Refining Company pfd 106 109 
Borne-Scrymser Company .... 360 390 
Buckeye Pipe Line ........... 8&2 83 
Chesebrough Mfg Co Cons.... 190 200 
Chesebrough Mfg Co Cons pfd 100 108 
Continental Oil Company .... 120 125 
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Tabloid Railroad 
(Concluded from page 667) 


vestment rating. Some idea as to sta- 
bility of earnings can be had from an 
examination of the accompanying table. 
Selling around 90, the preferred is a 
very desirable business man’s invest- 
ment, yielding as it does about 6.7%. 


The common, by virtue of the pos- 
sibility that the road may be absorbed 
by a larger system, possibly might 
have considerable market appreciation 
in the next year or two. As far back as 
1907 this stock sold around 125. The 
stock now is selling around 74. If as 
far back as 1908 this stock was able 
to command such high market quota- 
tions owing to the limited number of 
shares traded, it is quite possible that 
it might be able to do so again. 


The bonds of B. R. & P. are all given 
a very high investment rating. For the 
investor in search of a gilt-edged se- 
curity, and who is not particularly con- 
cerned in a high income yield, the 
consolidated 414s, due 1957, and the first 
general 5s, due in 1937, can be recom- 
mended. 


——9—— 


BUSINESS REVIVAL 
j). S. Bache & Company, in their 
economic review for last week, says in 


part: 
“The revival in business is looked 
forward to from all angles. Stabiliza- 


tion of prices is the only sure basis of 
real revival. Prices still have a long 
way to go to reach pre-war levels, and 
the 


whether, before this is attained, we 


question is being considered 
must not have a series of active periods 
followed by declines. 

After the armistice a slump in trade 
developed rapidly. Prices began to de- 
cline, and everybody, or at least nearly 
everybody, looked for further declines 
7 While, how- 


ever, wholesafe prices continued to de- 


and depression in trade. 


cline fractionally for three or four 
months, the decline halted in the fol- 
1919). Then 
prices kept along on a level for three 
After that they began to rise 
and the great speculative era of 1919 
developed. 


lcowing March (March, 
months. 


Eventually this was fol- 
lowed by a long decline beginning early 
in 1920. 


“We are now in that zone of decline. 

“The arrest of the decline in the 
United States, after the armistice, came 
about through the discovery that in- 
stead of an over-production of domestic 
goods needed, it developed that there 
was not actually a sufficient supply. At 
that time, and for several years be- 
fore, the machinery for producing 
goods had been largely diverted to 
manufacturing war products and could 
not immediately be restored.” 


DIVIDENDS 





AMERICAN GAS AND ELECTRIC COMPANY 
PREFERRED STOCK DIVIDEND 
New York, March 14, 1921, 


The regular quarterly dividend of one and one-half 
per cent. (142%) on the issued and outstanding PRR. 


. FERRED capital stock of American Gas and Electrie 


Company has been declared, for the quarter ending Apri] 
30, 1921, payable May 2, 1921, to stockholders of recorg 
on the books of the Company at the close of business 
April 16, 1921. 

FRANK B. BALL, Treasurer, 





cy 


Dividend Notice of the 
American Light & Traction Co. 


The Board of Directors of the above Company at a 
meeting held April 5th, 1921, declared a CASH dividend 
of 1% Per Cent. on the Preferred Stock, a CASH dividend 
of 1 Per Cent. on the Common Stock, and a dividend at 
the rate of one share of Common Stock on every One 
Hundred (100) shares of Common Stock outstanding, all 
payable May 2d, 1921. 

The Transfer Books will close at 3 o’clock P. M. on 
April 12th, 1921, and will reopen at 10 o’clock A. M. on 


April 28th, 1921. 
C. N. JELLIFFE, Secretary. 





American Telephone and Telegraph Co. 


A quarterly dividend of Two Dollars per 
share will be paid on Friday, April 15, 1921, 
to stockholders of record at the close of busi- 
ness on Friday, March 18, 1921. 

On account of the Annual Meeting, the trans- 
fer books will be closed from Saturday, March 
19, to Tuesday, March 29, 1921, both days 
included. G. D. MILNE, Treasurer. 


CITIES SERVICE COMPANY 
Bankers Shares 
Monthly Distribution No. 26 


Henry L. Doherty & Company announce that 
the twenty-sixth monthly distribution of Cities 
Service Company Bankers Shares payable May 
2, 1921, to holders of Bankers Shares of record 
April 15, 1921, will be 35 cents per Bankers share. 








OFFICE OF 
THE CONSOLIDATION COAL COMPANY 


Baltimore, Md., April 4th, 1921. 
The Board of Directors has declared a quarterly 
dividend of One and a Half Dollars ($1.50) per 
share on its Capital Stock, payable April 30th, 1921, 
to the stockholders of record at the close of business 
April 16th, 1921. The transfer books will remain 
open. Dividend checks will be mailed. 
T. K. STUART, Assistant Treasurer. 





INTERNATIONAL PAPER COMPANY 


New York, March 30th, 1921. 
The Board of Directors have declared a 
regular quarterly dividend of one and one- 
half per cent. (144%) on the preferred capital 
stock of this Company, payable April 15th, 
1921, to preferred stockholders of record at the 
close of business April 8th, 1921. 


OWEN SHEPHERD, Treasurer. 


KELLY-SPRINGFIELD TIRE CO. 


The Board of Directors has this day declared 
a quarterly Stock Dividend of Three Per Cent 
(3%) on the Common Stock of this Company, 
payable in Common Stock of the Company 
May 2, 1921, to stockholders of record at the 
close of business April 15, 1921. 

A Certificate of Common Stock or a Warrant 
representing a fractional share of Common 
Stock, or both, in payment of the Stock Divi- 
dend will be mailed. 

C. P. STEWART-SUTHERLAND, 
Secretary. 
Dated, New York, April 5, 1921. 








KELLY-SPRINGFIELD TIRE CO. 


A Quarterly Dividend of TWO DOLLARS 
($2.00) PER SHARE on the Eight Per Cent 
Preferred Stock of this Company has been 
declared payable May 16, 1921, to stockholders 
of record at the close of business May’2, 1921. 

Cc. P. STEWART-SUTHERLAND 


: Secretary. 
New York, April 5, 1921. 


MIAMI COPPER COMPANY 


61 BROADWAY, NEW YORK. 
Dividend No. 35 
April 4, 1921. 


The Board of Directors of Miami Copper Company 
have this day declared a dividend of 50c. per share, 
for the quarter year ending March 81st, 1921, on the 
capital stock of the company, payable May 16th, 
1921, to stockholders of record at the close of 
bi on May 2nd, 1921. Books will not close. 

SAM A, SOHN, Treasurer. 
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STATEMENT OF THE OWNERSHIP, MAN- 
AGEMENT, ETC., FOR APRIL 1, 1921, 
OF THE FINANCIAL WORLD, Published 
Weekly at 29 Broadway, New York, N. Y. 
(Required by the Act of Congress of Au- 
gust 24, 1912): 

COUNTY OF NEW YORK s 

STATE OF NEW YORK » 

Before me,-a Notary Public in and for the 
State and county aforesaid, personally ap- 
peared Frederick W. Brandt, who, having 
been duly sworn according to law, deposes 
and says that he is the Business Manager of 
the Guenther Publishing Co., publishers of 
The Financial World, and that the following 
is, to the best of his knowledge and belief, a 
true statement of the ownership, manage- 
ment, ete., of the aforesaid publication for 
the date shown in the above caption, re- 
quired by the Act of August 24, 1912, em- 
bodied in Section 4438, Postal Laws and 
Regulations, printed on the reverse of this 
form, to wit: 

1. That the names and addresses of the 
publisher, editor, managing editor, and busi- 
ness Managers are: 

Publisher, The Guenther Publishing Co., 
29 Broadway, New York, N. Y.; Editor, 
Louis Guenther, 29 Broadway, New York, 
N. Y.; Managing Editor, Louis Guenther, 29 
Broadway, New York, N. Y.; Business Man- 
ager, F. W. Brandt, 29 Broadway, New York, 
N 


2. That the owners are (Stockholders 
holding 1 per cent. or more of total amount 
of stoek): 

The Guenther Publishing Co., 29 Broad- 
way, New York, N. Y.; Louis Guenther, 29 
Broadway, New York, N. Y.; Mrs. Louis 
Guenther, 725 Rugby Road, B’klyn, N. Y.; 
William Hahman, Altoona, Pa.; John Igou, 
1244 Washington Avenue, Tyrone, Pa.; Mrs. 
Ludwig Kast, 429 Briar Place, Chicago, IIl.; 
Anton L. Schurk, Banco Mercantil Ameri- 
cano, Bogota, Colombia, S. A.; Thomas Ryan, 
409 Johnson Avenue, Lexington, Ky.; Mrs. 
Kate H. Babcock, Lamberton Road, Cleve- 
land Heights, O.; Eugene Katz, 895 West 
End Avenue, New York, N. Y. 

3. That the known bondholders, mort- 
zagees, and other security, holders owning or 
holding 1 per cent. or more of total amount 
of bonds, mortgages, or other securities are: 
None. 

4, That the two paragraphs next above, 
giving the names of the owners, stockhold- 
ers, and security holders, if any, contain not 
only the list of stockholders and_ security 
holders as they appear upon the books of the 
company, but also, in cases where the stock- 
holder or security holder appears upon the 
books of the ‘company as trustee or in any 
other fiduciary relation, the name of the per- 
son or corporation for whom such trustee is 
acting, is given; also, that the said two 
paragraphs contain statements embracing 
affiant’s full knowledge and belief as to the 
circumstances and conditions under which 
stockholders and security holders who do not 
appear upon the books of the company as 
trusteé,. hold stock and securities in a capa- 
city other than that of a bona fide owner; 
and this affant has no reason to believe that 
any other person, association, or corporation, 
has any interest direct or indirect in the said 
stock, bonds, or other securities than as so 
stated by him. 

(Signed) FREDERICK W. BRANDT, 
Business Manager. 

Sworn to and subscribed before me this 

28th day of March, 1921. 
(Signed) AURELIA C. JACOBS, 
Notary Public, Kings County, No 28. 
(Certificate filed in New York County, No. 
42 


(Commission expires March 30, 1922.) 








TOBACCO STOCK QUOTATIONS 
Bristol & Bauer, 120 Broadway. N. Y. C. 
Bid. Asked. 
American Cigar com ...........- 85 90 
American Cigar pfd ............ 80 
Birtish-Amer. Tobacco 


George W. Helme com ......... 156 164 
George W. Helme pfd ........- 92 95 
J. S. Youmg COM .......-eeeeeees 90 105 
J. SWORE BE cccvcccigcesccces 88 98 
MacAndrews & Forbes com..... 92 97 
MacAndrews & Forbes pfd ..... 79 83 
Porto Rican Amer. Tob. ........ 87 
R. J. Reynolds “B” .........-+: 32%, 34 
R. J. Reynolds “A” .........--- 80 85 
R. J. Reynolds pfd ...........-- 991% 101 
Weyman-Bruton com ........-.- 157 163 
Weyman-Bruton pfd ........--- 92 95 
Amer Tob Scrip .....-seecececes 97 9814 
Tob Prod 8% Scrip ........-+--- 88 92 


Porto Rican Amer Tob Scrip.... 75 85 





CINCINNATI SECURITIES 
Westheimer & Company, 824 & 826 Walnut 
Street, Cunasee- — N. %. 

change. 
ne . . Bid. a 


Amer Laund Machine com...... 67 

Amer Laund Machine pfd ...... 98 99 
Amer Rolling Mill com ........ 354%, 35% 
Amer ae — ze pea Bacoieiese = 9814 
Amer Seedin achine p waves _ 
Cincinnati Union Stock Yards ..112% 113 
Fleischmann pfd .........-++++- 89 — 
Globe Wernicke .....-ssscccccees OF _ 

April 11, 1921 




















eon. 








FOREWORD. 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


Such knowledge is best acquired by reading constructive financial lit- 
erature, prepared by individuals who are authorities on their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects published by reputable investment bank- 
ers, which we believe will be of interest and benefit to our subscribers. 


Blow is a list of literature now available. 
To obtain any of the booklets write to the issuing houses and mention 


sa cae World and the date in which the literature you desire was 
iste 


ON BONDS 


S. S. Kresge 7% Serial Notes to Yield 7.50%—Descriptive cir- 
cular upon request. Merrill, Lynch & Co., 120 Broadway, 


Federal Land Bank Farm Loans—A folder discussing the act on 
. this type of bond. Hallgarten & Co., New York. 


Atlantic City 544% Gold Bonds Yielding 5.70%—Descriptive cir- 
cular. Geo. E. Gibbons Co., 40 Wall Street, New York. 


Pennsylvania-Ohio Power & Lighting Sinking Fund ——s 
Yielding 8.60%—Descriptive folder. Hollister, White & Co., 
115 Broadway, New York. 


Sao Paulo 8% Gold Bonds—Descriptive circular. Merrill, Lynch 
& Co., 120 Broadway, New York. 


* Booklet A-446—Discussing the subject of safety, interest rates 


and sound securities. S. W. Straus & Co., 150 Broadway, 
New York. : 


ON STOCKS 


Investment Chart—A chart aiming to point out the method of 


intelligent stock buying. I. D. Noll Co., 170 Broadway, 
New York. 


Reading Company—A discussion of the privileges conferred un- 
der the segregation provisions. Morris & Smith, 66 Broad- 
way, New York. 


E. W. Bliss Company—Special circular describing its common 
stocks. Stone, Prosser & Doty, 52 William Street, New York. 


MISCELLANEOUS 


A Survey of the Sugar Situation—A special circular. 


M. S. 
Wolfe & Co., 41 Broad Street, New York City. 


Conversations—A very interesting booklet of discussions as to 
how an investor should proceed in investing his money. 
Moody’s Investors’ Service, 35 Nassau Street. New York. 


Diversified Investments—A list and descriptive special circular. 
Reynold Fish & Co., 15 Broad Street, New York. 


An Investor’s Catechism—An interesting booklet which is of 
interest to every investor. Lawyers’ Mortgage Co., 59 Lib- 
erty Street, New York. 


Financial Reminder and Ready Reference Record—This loose 
leaf booklet provides a simple system for the care of your 
income, purchases and security holdings. Wilkes Publishing 
Co., 2350 Broadway, New York. 
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Pn a strat Setbes aliabaree; | 9 
Theehae s2L500 chateus Priday, 488,429 shares; o1% 45 Lack Steel .... 
1920 , ’ shares; Friday, 359,000 shares. 561% 39% Lee Rubber & BOER c 5. cxcaevs 4 2 
: Prev. Fri- 36 14 Lehigh Valley ............ oe 25% 
High. Low. Friday’s day’s 183% Fr) AR ss wc ocnets tee 49 
48 14 tie Stock. Close. Cees 120% Lorillard (P.) coerce erees . 18 18%, 
62% 43% oye Rumely GEA. ...0s.-0 16% an 38 ° ante el Snes ebeneee earns 143 146 
eeeeeeeereee ‘ee TS ceeeeeees 
108% = Allis-Chalmers ..........+++- : Prt 42% 11% = Mex Petroleum |...........-- 1 Pres: 5% 
128% 2 BR a Ag gegen aa 4 52 10% Mid States O-..........0.0.0.. isit me 
sc eeeeeescee vale tee inc trie ies Veen 4 
ut ae oe pevepmeanaanenene 3 56% aie ut py hasaehtielaatea a 25% 
119% 30% Am Car & Wary............... 128 28% Mo Pacific pfd ............... Bei 17% 
109%4 74 ‘Am International .......-.--- 434 122% 13 2 ine | ” 36% 
17% oy Am Locomotive .......+-++++« 8514 41% 17% 8 < one "aR 2% 2 
3014 71% = Safety Razor.....0........ 5% oe oat 641% NY Fol  aeecel SS es 94, 10% 
72 1 ey Le Be i 16% $N Y¥ Dock......... -ieshatkneD 69 
50 ho red Ae eee 35% 836 37% iit = v owe hee eee 261, vd 
142% oy Am “i eee 291, od 105% 85 an 2 ane 16% 16% 
106% 85 eo Sugar Ret psa linea 92° at 95% 66% Northern A eamaemedr ed ae 93 
Sos re or 1 teeeereceeeee TT + 
283 rate _- ied 3. ere 105% ae 110% oi, a SS ae reg el 
165% Be ee eee eee nvonn-ns-n-r +s 113%, yt 111% 5 Bee dm PteT............-- 354 
66% 30 pel age sovbbeasecncrnases 711, e 44 ue — “3 a pees ph G84 
7 PPO ccccccccees 26%, ped ech ps oeineaeb tiieae 5 
. = See Be taw || MO Ben Reanaaia Shee gt 
176 . S cabelaukiabicke wat , eople’s Gas, Chi............. 10% 
2” 1% At, Gulf & W Teese eee aig Lots 5% I¢ Pere Marquette ....0.020002. a 42° 
moll Austin Nichols cba aaa RGR: 10 a 23% = Pierce-Arrow me SMa SPAT ERS ite 17% 
78 Baldwin L cece My 4 eee Trreaeretroresee . 8s 32 
48% 27%  Baltimo ocomotive ......... 8T% ; A 21% Pitts & West Va ..........-. 9% 10% 
2 ore e Ve 8636 120 Oe |) a “44 
ti 48% Beth Steel oP ceca 33% 3356 42% 4 Punta Alegre Weavoaecs caus rita ti 
129 73” Brooklyn R T....-.----------. a 5D)4 MPR MPE a5 65s s6 sn adsewassews ¢ 21, 3 
. Burns Bros ................... 85% 4 a” 10 Ray Con Copper ee 
5% Cal Packing «.........., oe ERR sara uy 
134 aan Cal Petroleum ............ ed? 57% 124% 55 Reading ist pfd.............. i is 671g 
104% onat Canadian — 42 : 42% 12056 4 % Rep Iron & S <r adillet ast 4014 
oe 30% com eng St ae a 112% 113 i 2 > & a” Seemann 65% 64 
164%, 50% Cerro de Pasco Co..........-. 935 32% 33% gee et aaa vie ” 
70% 59% | Chandler Motor .....0..0..... 793, ait 40 a 2 eer: 21%, a1, 
9114 60 RR OR 59i¢ 78% 243” any {te eee o7%%, ai, 
41% 21%, Chi & Northwest.............. 63 & 58 48% 20" Sears, Roebuck ............-. 6912 27% 
21% 1% Chi, RI & Paes...) 26 62% 118% 20, Sinclair Con Oll............-. mi Soy 
41% 193i Chile Copper ...........-.+++- 10 25 331; 8 Southern Pacific ...:........ 741, oait 
40% 18 near peal sete eee wees : eck 19% aie 1053g 100% eee ee Arno RIES 20% a? 
1, : ee i ao tse =e 0 rds 
ai Thy Gomgol ag ui BR | bet Stuaebaer ae st ae 
103% a” Continental Candy ........... rtf: $235 14 ait Studebaker Co ............... ee 35% 
43% A Corn Prod Ref................ 8 1% 20% 18% Submarine Boat .............. ai; 13'2 
278% a eats Me OOD. ...0.6000550.-05> 74% 725% % Superior Oil ................ * oe 8% 
is, 70, Cruelble Steel fips heieaite a ee eee oA 
60% aig ioe Sees Sugar............. 21% 83s 47 -° WRN TNE siicesios esses. on 
9 TT A seuwbewsinvsss sd 255% 20% 53% Texas & Pacific .............. soe pt 
so gt enter & Rio Grande S mt | BR GRRE s opr ih 
Bndicott-Johnson ..........-.. IE ce gauiks nas cba aaa 274 
zi% % Eri poeta LC teteeeeeeeees 61 -" 38% 5%  Transcont Oil ................ io” < 
eee - 4 12 . si 
ee tt ee a 79 — 2 Bele +s: oy 164 
setts eeeeeeeen es 5 et ae b 
43 32% a % 1535 a tth) 176 United Fruit paneareyteranaet 944% 9314 
172 en Asphalt ...... 45% United Ret Stores............. 102% 102%, 
7 116% ee 61 oe 116 d Ret Stores 4 
91% 65 G ~~ Sanapnannantnsiat 1 % 58% i ey 48% 49 
ae 65% oy en ial data 26 13314 143% a a) ~~~ gphmebbebadenbaent 66% 65% 
11614 = —--t................ 72%, 69 115% 9514 US Rub ist fa teen cece eeee -- W% 715% 
% om ip eacemper a amataRS 73 oe iS = U § Steel ie a SB ite = 
ae oh Hupp Motor meen rare eesee’ 3 1b 115% 104 U S Steel pfd ee cccceeccececens 807% 80% 
ee eco ce eee o ce 
142 88 : ough Con .....--.---- 5 <i 28 ma : 
91 38% ed EHlarv, NEW.......cccsecrece 86% 4% 80% 24 Va Caro Pani cheheneeea ss se 29 20%, 
47% 1 t Paper ......... 84% 21 5%  V. Vivadou ................... 30 29% 
14 . Invincible Oil ..... ; ‘ : eernee: —4 55 ° ENTE Ga eGexn pxnncsse acs 61% 6 ” 
Island Oil & Trans............ wir wt 13 q Wabash 
27% 13% Kan Ci ; i 5544 40 ee tsst nee es <r enero 1% 
ty Southern. ae esting E & M...... 1% 
1% 8 Kelley S! Tite sec vee coos 3 axe | Oh 30 White Motors .0..00000000 so 
rth, Kennecott Cop .....-.+.2-.-- 2 39% 32 ; MEE shetwscctevessteens 13 7 
5% Reystone Tire & Bi. DRE 4 17% 93 03% Willys-Overland .............. 8 15% 
peeneaehes 145% 14%, 95% 355% were coeean meaeeest-**7*> le 8 
orth Pump ............. aan ae rt 
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